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Property 


owners today---just as in the 
past---find that the safest, surest and 
least expensive protection in the world 


is offered by Mutual fire insurance companies. 


THE MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 


Millers Mutual Fire Insurance Association. .............. 000 cece cece eee ecees Alton, Illinois 
Grain Dealers National Mutual Fire Ins. Co.....................200 ee eee Indianapolis, Ind. 
Py re TED UN GS Eh noc ee eee eicbevicceewronee neds Kansas City, Mo. 
National Retailers Mutuals Insurance Company..................-0+005: Chicago, IIl. 
Michigan Millers Mutual Fire Insurance Co.....................-..- Lansing, Mich. 

Mill Owners Mutual Fire Insurance Co.... . . . ih es le ee Oe Des Moines, Iowa 
Millers Mutual Fire Insurance Company................ Harrisburg, Pa. 

Millers Mutual Fire Insurance Company......... Fort Worth, Texas 


Pennsylvania Millers Mutual Fire Ins. Co... Wilkes-Barre, Pa. 


MUTUAL FIRE PREVENTION BUREAU 
230 EF. Ohio St. 
Chicago, III. 


A service organization maintained by the Mill Mutuals 
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) Associated Lumber Mutuals are in Business 
for the Benefit of the Policyholders. 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 


OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 


OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 


OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 


Offices From the Atlantic to the Pacific 


Gale & Stone, Boston Justin Peters, Philadelphia 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Mutuals Inc. 

James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Mutual Agency, 

Indianapolis, Memphis, Dallas, Kansas City. 

The Martin General Agency, Seattle, Denver, San Francisco, 
Los Angeles, Vancouver, Portland, Spokane. 
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During 93 years of progress, Atlantic has consistently 


deserved its reputation for prompt and equitable loss Containing News and Timely Articles on 


settlement. @ Today, in addition to OCEAN, YACHT and 
TRANSPORTATION insurance, Atlantic issues “All-Risk” 
policies On JEWELRY, FINE ARTS, FURS, etc. @ Atlantic World Everywhere 
solicits from reputable brokers accounts which deserve 
the advantages of its Non-Assessable Participating 
Plan, and invites such brokers to consult the Company 
regarding their marine and inland marine problems. 
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UTUAL Casualty Insurance has many impressive tion at the lowest possible cost... to benefit the 
advantages in its favor: sound financing ...care- policyholders first, last, and always! 

Mutual Casualty Insurance Companies select their 
risks with extreme care. Every constructive effort is 
made to prevent accidents and loss. Management is 
Bac: conservative, and acquisition costs are kept low. All 
is the basic principle of Mutual Insurance that means of these measures create profits . . . and since the com- 
the most to potential insurance buyers. That basic pany has no stockholders, all profits are returned to 
principle is to provide the greatest possible protec- policyholders in annual savings. 


ful investment policies . . . conservative management 
. accident-prevention activities. 
But when you come right down to fundamentals, it 





2 1 YEARS OF SAVINGS 


the Hardware Mutual Casualty Company has been safely 1914 it has returned $8,565,126.91 in dividends, 22¢ out 
saving money for its policyholders for 21 years. Since of every dollar of premium paid. 











Hardware Mutual Casualty Company 


Home Office: Stevens Point, Wisconsin 


Appleton, Wis. Buffalo, N.Y. Detroit, Mich. Indianapolis, Ind. Milwaukee, Wis. Omaha, Neb. Rochester, N. Y. 
Atlanta, Ga. Chicago, Ul. Duluth, Minn. Los Angeles, Calif. Minneapolis, Minn. Owatonna, Minn. St. Paul, Minn. 
Boston, Mass. Dallas, Texas Fond du Lac, Wis. Madison, Wis. Newark, N. J. Portland, Oregon SanFranciseco,Calif. 


Toronto, Canada 
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THIS MONTH 


LONG with getting more money 

for his corn and hogs, the farmer 
will also be pleased, we hope, this 
month over the honorable mention 
printed in our columns for his part in 
promoting mutual insurance in the 
United States. © © © Then there is the 
promised article by Prof. C. A. Kulp on 
Health Insurance, an analysis that is 
certain to cause considerable discus- 
sion pro and con. In this instance we 
wish to make ourselves immune by 
stating the usual Editorial disclaimer of 
support for either side of the question. 
@ @ @ "The Public Makes The Rates’ 
will surely interest the underwriters, 
and should interest everybody since 
the author Lewis H. Pink Superintend- 
ent of Insurance of the State of New 
York has a large experience to draw 
on. Several of his statements made 
us raise our eyebrows a trifle but his 
ideas are, we believe, in general very 
sound. Anyway we ask readers to 
judge for themselves. © ® ® Part Two 
of W. Dale Dunifon's scholarly article 
on "Insurance Cases in the Courts'’ is 
on page 28. © @ © "Bunk of the 
Month" takes on an odd turn in this 
issue, and we trust you will agree that 
we have preserved our good humor 
even after having been called harsh 
names. 


€ 
NEXT MONTH 


E will endeavor to make the 

December number as much like a 
Christmas package as possible—even 
to the point of surprise. But we do 
guarantee this—some very good pre- 
holiday reading, and a sheaf of laughs 
at what competitors are saying. 
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JOHN C. KETCHAM 


Commissioner of Insurance 
State of Michigan 


OMMISSIONER Ketcham has had a varied experience and is familiar with 

many activities in business and political life. He has been a County 
Superintendent of schools, Postmaster, a Member of the United States Con 
gress, and President of the National Bank of Hastings, which position he still 
holds. He has an exceptional eye for executive efficiency, and the Department 
under his direction is certain to be well administered. 




















JourRNAL OF AMERICAN INSURANCE 


JOURNAL OF 
AMERICAN INSURANCE 


Published Monthly By 
AMERICAN MUTUAL ALLIANCE 
230 N. Michigan Ave., Chicago, Ill. 


November 


1935 





Copyright 1935 by American Mutual Alliance 
A. V. GRUHN, Editor and Business Mgr. 
EDWIN L. POOR, Managing Editor 


INCE the day described by Emerson when, “Here 

once the embattled farmers stood and fired the shot 
& heard round the world,” the nation has never lost 
sight of the importance of our agricultural population. 
As in other industries, the art of farming has made 
progress throughout the years, and the farmers them- 
selves have kept pace with forward movements that 
were fundamentally sound. In no 
other field of activity has there been 
a more striking acceptance of new 
ideas and new methods. It may have 
taken a little time for accomplishing 


the introduction of the reaper to sup- 7 
plant the cradling process of harvest- IN 
ing grain, to discover the- virtue of e 
the gang plow and the tractor, the @ 


value of rotating crops, breeding of 
better seeds, and applying science to 
present day conditions; but, in gen- 
eral, the modern spirit has entered deep into the farming 
world and the top notchers in things agricultural are 
on a par with the leaders in any commercial field. Those 
who have visited the various state agricultural colleges 
are often amazed to find the equipment and the system 
comparable to that of some such large up-to-date man- 
ufacturing corporation as the General Electric Company 
or Ford Motors. Farming in its best phases has moved 
into a position to be rated high among all industries. 

All of which is an introduction to the fact, emphasized 
by the recent meeting at Des Moines, that no conven- 
tion could have been better managed, or more filled with 
knowledge-bringing features, than the sessions of the 
National Association of Mutual Insurance Companies. 
The excellence of their discussions can be judged by a 
glance at the program which is quite as formidable with 
erudite subjects, in its own sphere, as is the agenda of 
the American Economic Society. 

Lest this be taken with a grain of salt as exaggera- 
tion, let us select a few subjects almost at random 
from the lengthy list, “Adequate Reserves,” ‘Artificial 
Methods of Ascertaining Damage,” “Current Monetary 
Problems,” “Equalizing Assessments by Reinsurance,” 
(This by Professor Henry Geise, of Iowa State College ) 
“Farm Mutual Progress,” (By another outstanding au 
thority Dr. V. N. Valgren, Principal Agricultural Econ 
omist, U. S. Farm Credit Administration) “State-Wide 


THE FARMERS’ PART 


INSURANCE 
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Electrical Inspection Laws,” “The F.H.A. in Relation 
to Insurance,” “Strategy of Selling Insurance,” ‘“‘Main- 
tenance of Fire Extinguishers,” “Sound Insurance 
Factors,” ““New Insurance Policies,” “Fire Prevention,” 
“Deductible Policies,” “Perplexing Adjustment Prob- 
lems,” “Investments,” “Education and Business,” (an 
address by no less a celebrity than the most talked of 
educator in America, Dr. R. M. Hutchins, the President 
of the University of Chicago.) 

Contemplation of this array of talent is impressive 
and gives a inkling of the reason why considerably over 
50% of the rural property of the United States is insured 
by the farm mutuals. They could not have held their 
own against vigorous competition, and indeed increased 
their proportion of coverage, if they had not, in their 
broad outlines, matched methods successfully against the 
companies which opposed them. The test of good man- 
agement in the insurance business is in prevention ac- 
tivities, low loss ratio and the prompt payment of 
claims. And in these departments the mutuals have 
consistently led all other types, as anyone who cares for 
statistical research may soon establish; the significant 
thing being that the mutuals, farm as well as general 
writing, have a percentage of retirement only half that 
of their nearest competitors. : 


Perhaps not many of the general public have given 
the farm insurance companies much thought, yet the 
service which they have rendered has gone far to stabil- 
ize all business. Making agriculture a safer pursuit for 
living, and for property investment, has been a function 
of these companies that could not have been as well sup 
plied in any but their 
own special way. The 
very existence of the 
nation’s people as ex- 
pressed in the need 

for a constant and 
A M E R IC A N adequate food supply 
has, in reality, largely 
depended on the se- 
curity which the 
farmers mutual insur- 
ance companies have 
afforded to their members. As insurance in general, in 
trite saying, is the foundation of all credit, so agricul- 
ture is a basic industry which, again, rests on an insur- 
ance foundation. 

ee °@ 


GLIMPSE of a few figures concerning the mag 

nitude of farm mutual insurance will illustrate this 
point. The amount has grown until it totaled in 1934, 
the prodigious sum of $11,886,000,000 in value of 
property covered, divided among an estimated more than 
6,000,000 policyholders, each of which has absorbed 
the mutual principle because of having grown up with 
the idea and having seen its success within his own 
neighborhood. Much of the strength which mutual 
insurance exhibits in larger centers, has developed as a 
reflection of. the satisfaction that the plan gave in 
rural districts. 

Meeting with the National Association was the Fed 
eration of Mutual Fire Insurance companies, the 
companion organization of the general writing fire 
mutuals, the two constituting the major mutual grouping 
of the country. Joining in many open sessions, and con- 
sidering together scores of common problems, these two 
bodies each year represent probably as comprehensive a 
cross section of American business and social life as 
could be brought together. But to the farmers, who were 


years in advance in the promoting of mutual insurance 
conventions, must be given the greater part of the credit 
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for acquainting the millions in the 
United States with the benefits of the 
mutual and cooperative idea. 


Trend of Mutual and 
Stock Fire Carriers 


EST’S Insurance News of Oc- 

tober 21st has the following to 
say about the progress of the 
mutuals : 

“That mutual fire insurance companies 
are offering greater competition to stock 
fire insurance companies is evident. On 
all sides we find recognition being given to 
the increased activities of many prominent 
mutual companies, and the question often 


asked is, ‘just what progress are such 
carriers making ?’ 
“In the statistical tabulation table ac- 


companying this article we present figures 
covering a period of 15 years, 1919 to 
1934 inclusive, showing the relative ex- 
perience of 20 of the more important mu- 
tual carriers, compared with 20 representa- 
tive stock insurance institutions. 


MUTUALS Stocks 
Net Premiums 

Written, 1919...$11,925,062 $268,872,102 
+ Fire Business.. % % 66 % 
Loss Ratio 31.7 45.2 
Expense Ratio.... 24.7 40.4 
Net Premiums 

Written, 1924...$21,758,638 $367,420,837 
% Fire Business. . 91 % 73 % 
Loss Ratio 42.5 57.7 
Expense Ratio.... 26.5 43.3 
Net Premiums 


‘ 


Written, 1929. ..$32,685,223 $384.179,754 
% Fire Business. . 86 % 69 %& 
Loss Ratio ....... 35.6 46.5 
Expense Ratio.... 28.8 46.1 
Net Premiums 

Written, 1934. ..$33,759,486 $266,742,990 
% Fire Business. . 86 &% 71 &% 
Loss Ratio ....... 29.3 41.0 
Expense Ratio.... 32.9 50.0 


c 


+ Increase in Premiums: 


1919 to 1924.... 82.5 36.7 
1924 to 1929... 50.2 4.6 
1929 to 1934.. 3.3 ~30.6 
1919 to 1934.. 183.1 -§8 
% Decrease in Loss Ratio: 
1919 to 1924..(Incr.)34.1 (Iner.)27.7 
1924 to 1929.... 16.2 19.4 
1929 to 1934.. 17.7 11.8 
1919 to 1934.. 7.6 9.3 
% Increase in Expense Ratio: 
1919 to 1924.... 7.3 7.2 
1924 to 1929.. S7 6.5 
1929 to 1934.. 14.2 8.5 
1919 to 1934.. 33.2 23.8 


“While the trend of premium volume 
among the stock carriers fluctuated, the 
mutuals made steady gains, for the entire 
period 183.1% as compared with a shrink- 
age of 0.8% reported by the stock com 
panies. This is startling progress and an- 
other development also arresting our in- 
terest is the increased volume of lines al 
lied to fire insurance now being written by 
these mutuals. Of their premium income 
in 1919, 96% covered fire risks strictly. 
whereas in 1934 the percentage of income 
derived from this source dropped to 86%. 
Meanwhile the premium volume of the 
stock carriers as respect fire and/or allied 
lines of insurance developed a trend dif- 
fering from that experienced by the mu- 
tuals, the percentage of strictly fire bus- 
iness in 1919 being 66% as compared with 
71% in 1934.” 
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NOTES ABOUT 
the 


INSURANCE WORLD 


e 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


A THOUGHT WHICH MAY BE AP- 
PLIED TO ALL INSURANCE GEN- 


erally of whatever type was expressed 
by B. Rees Jones, in his presidential 
address to the National Association 
of Mutual Insurance companies at the 
recent convention in Des Moines. 

“This depression has not been without 
some compensating benefits,” Mr. Jones 
asserted. “In the past five years there 
has been a marked change in the attitude 
of the public toward banks, insurance com- 
panies and other financial institutions. 
Prior to 1929, it was customary for the 
general public to deposit its savings in 
banks without first obtaining any know- 
ledge of their financial conditions, and the 
insuring public seemed to have a child- 
like faith that an insurance policy meant 
security, regardless of whether there was 
anything back of the policy contract or 
not. People were prone to look at the 
assets of an institution, disregarding the 
liabilities, but today property owners are 
taking conscious recognition of the fact 
that the size of an institution, or the vol- 
ume of husness transacted, has no bearing 
on the soundness or permanency of the 
institution unless other factors are taken 
into consideration. 

“This attitude of vigilance on the pub- 
“lie’s part tends to make insurance com- 
panies maintain cautious conservative in- 
vestment policies, and consequently re 
bounds to policyholders’ benefit. 

The formula for operation of a suc- 
cessful insurance company is compar- 

















atively simple, the speaker stated, con- 
sisting of: 
1. Honest and competent management. 
2. Inspection of risks and avoidance of 
over-insurance, thereby making it un- 
profitable for the assured to have a fire. 


3. Creation and maintenance of ade- 
quate reserve funds and surplus commen- 
surate with the risks assumed. 


4. Investment of funds in the most 
conservative types of securities, where the 
clement of risk is reduced to th minimum.” 


Plan Insurance Census 

A CENSUS OF THE INSURANCE BUSI- 
NESS IN ALL ITS BRANCHES IS P'I.\N 
ned by the Federal government a- 
part of the nationwide census > busi 
ness being supervised by the’ 1): a:t- 
ment of Commerce. An initial step in 
the proposal was a conference in Phil- 
adelphia on October 9th, to which 
I’, A. Gosnell, Chief of Staff for the 
Census of Business, had invited rep- 
resentatives of leading organizations 
in the fire, casualty, surety, marine 
and life insurance business. 

It is hoped through this census to 
secure accurate information on the 
number of people engaged in the in- 
surance business and the manner in 
which they are compensated. 














Farm Wages Go Up 


FARM WAGES ARE ABOUT 13 PER- 
CENT HIGHER THIS FALL THAN LAST, 
with the supply of farm hands about 
95 percent of pre-war and the de- 
mand for labor 80 percent of pre- 
war, according to the Bureau of 
Agricultural Economics. 

The farm wage index on October 
1, was 102 compared with 99 on July 
1, and with 93 on October 1, a year 
ago. The 1910-14 average equals 100. 
Farm hands this fall the country over 
are averaging $20.57 a month with 
board, $30.38 a month without board, 
$1.11 a day with board, and $1.47 a 
day without board. 

The supply of farm labor is less 
than it was a year ago at this time, 
and the demand more. The supply 
expressed as a percentage of demand 
is 118 percent of pre-war, compared 
with 153 percent in October 1934. 


Bar Group to Meet 
Commissioners 


INSURANCE COMMISSIONER JOHN C. 
RLACKALL OF CONNECTICUT WAS 
host at the first meeting of the Joint 
Committee of the Insurance Division 
of the American Bar Association and 
the National Convention of Insurance 
Commissioners. The meeting was 
held at Hartford on October 23rd, 
its purpose being to consider uniform 
laws for the liquidation of insurance 
companies. 


Members of the committee are 
Oliver R. Beckwith, Counsel of the 
Aetna Life Insurance Company, 
Lamar Hill, Vice President and Gen- 
eral Counsel of the America Fore 
Group; Frank FE. Spain, Attorney of 
Birmingham, Alabama; Louis H. 
Pink, Superintendent of Insurance 
of New York; Ernest Palmer, Di- 
rector of Insurance of Illinois, and 
Commissioner Blackall. 


J 
Tennessee Agents Worried 

F. M. WILLIAMSON, 
THE TENNESSEE ASSOCIATION OF IN- 
surance Agents, in a review of the 
year’s activities listed mutual com- 
petition as the most important issue 
before the agents in Tennessee. He 
said in part: 

“As fire insurance agents, we are facing 
the aggressive competition of the mutuals 
who, undoubtedly, have gained a foothold 
in the state and who, unquestionably, are 
going to make us fight step by step for 
every dollar’s worth of premiums in the 
state. On casualty and like lines the loss 
ratio and the withdrawing of many cas- 
ualty companies have seriously affected 
our premium income. In these lines it is 
singular that the mutual companies were 
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also aggressive competitors and in many 
cases were able to carry lines that had 
disastrous results to the stock companies 
and seemingly to make money out of 
them. 


“As for mutual competition—it’s here 
to stay! In olden days the mutual com- 
panies took only the cream of the business. 
In fire insurance they wrote only the fire- 
proof or semi-fireproof buildings, but in 
the last three or four years they have com- 
menced to go after the residence lines until 
we have been brought face to face with 
the proposition that they are going to con- 
tinue to be more aggressive all the while. 
The question is: How can we best fight 
this sort of competition? 


“The individual agent in many cases is 
not prepared to know just what arguments 
to use when he meets mutual competition 

and this seems to me to infer that the 
best way—in fact the only way—to fight 
is through the organizations of agents in 
stock companies. The mutuals have their 
own organizations which are very aggres- 
sive and are kept fully posted as to what 
we are doing—and the contrary must be 
true if we are going to survive.” 

At all of the agents meetings this 

Ss S 
year the question of mutual compe- 
tition has been most earnestly dis- 
cussed and the agents are obviously 
worried because of the rapid advance 
the mutuals have made in the past 


few vears. 
ee @ 


Van Schaick Heads Insurance 
Arbitration Council 


THE AMERICAN ARBITRATION As- 
SOCTATION HAS ANNOUNCED TITE OR- 
ganization of an Insurance Arbitra- 
tion Council, with George S. Van 
Schaick, former Superintendent of 
Insurance of New York, as Chair- 
man. 

The organization of the new coun- 
cil follows the conference held in 
June in New York, which was widely 
attended by insurance officials and is 
the outcome of a survey made by the 
New York Department earlier in the 
vear. 

The chief function of the Council 
will be research and education and the 
work will be divided among four in- 
dependent committees, working sepa- 
rately in their respective fields of 
insurance. Each committee will be 
composed of representatives of the 
insurance companies, nominated by 
their organization, one representative 
from the New York Department and 
one named by the American Arhitra 
tion Association. 

The personnel of the Casualty 
Committee includes: Charles Deckle- 
man, Travelers: William A. Earl, 
Hartford Accident: and Frederick 
Richardson, General Accident, rep- 
resenting the insurance interests: 
Miss Emma Maycrink, representing 
the Department of Insurance, and 
Kenneth M. Spence, representing the 
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Special Committee of Lawyers of the 
American Arbitration Association. 

The personnel of the Fire Insur- 
ance Committee includes: R.P. Bar- 
bour, Northern Assurance, and Paul 
B. Sommers, American of Newark, 
representing the insurance interests, 
and Howard: Spencer, representing 
the Department of Insurance. 

The Committees for life and ma- 
rine insurance are in process of or- 
ganization. eee 


Michigan Mutual Liability 
Elects Officers 


THE TWENTY-THIRD ANNUAL MEET- 
ING OF THE MICHIGAN MUTUAL LI- 
ability Company, which had been 
postponed so that it might be held in 
the auditorium of the company’s new 
home office building, 163 Madison 
Avenue, was attended by 6000 policy- 
holders in person and by proxy. 

H. A. Consor, president of the 
Weiss Manufacturing Company, 
Monroe, Michigan, and Percy Owens, 
president of Michigan Bakeries Inc., 
Grand Rapids, were newly elected to 
the board of directors. The follow- 
ing were re-elected to serve three-year 
terms on the board: Clarance Hatch, 
vice president, Michigan Mutual Li 
ability Co., Detroit; James Inglis, 
chairman, American Blower Corpora- 
tion, Detroit; A. F. Jackson, vice 
president Michigan Malleable Iron 
Co., Detroit; FE. A. Mavis, treasurer, 
American Excelsior Corporation, 
Grand Rapids, and George P. Mc- 
Cullum, Michigan Motor Bus Asso- 
ciation, Ann Arbor. 

At a luncheon meeting of the com- 
pany’s directorate at the Detroit 
Athletic Club, officers were elected 
for the ensuing year; President and 
General Manager, P. W. A. Fitz- 
simmons ; first Vice President, A. A. 
Templeton, Detroit; second Vice 
President, Fred Buck, Saginaw: 
third Vice President, Clarance Hatch, 
Detroit : Secretary-Treasurer, Walter 
I. Otto, Detroit: 

ee @ 


Wisconsin State Association 


of Mutuals 
Meets Nov. 12th & 13th 


THE ANNUAL CONVENTION OF THE 
WISCONSIN STATE ASSOCIATION OF 
Mutual Insurance Companies will be 
held at the Schroeder Hotel, Mil 
waukee, on November 12th and 13th 
Over 200 mutual insurance agents 


and company officials are expected to 
attend. 

The meeting on November 12th 
will be addressed by: Henry Weih- 
brecht, Secretary of the Badger Mu 
tual Insurance Co., Milwaukee, Wis. : 
Ambrose B. Kelly, American Mutual 














8—November, 1935 


Alliance, Chicago, Ill.; Emmet V. 
Thompson, President, National Asso 
ciation of Mutual Insurance Agents, 
St. Louis, Mo.; J. R. McQuillan, 
State Manager of the Home Owners’ 
Loan Corporation, Madison, Wis. : 
H. P. Janisch, Vice-President, Lum 
bermens Mutual Casualty Co., Chi 
cago, Ill.; H. B. Shier, President, 
Reitan-Lerdahl Co., Madison, Wis. : 
and Franklin C. Jesse, Bubolz-Jesse 
Mutual Agency, Appleton, Wis. Hon 
H. J. Mortensen, Commissioner of 
Insurance of Wisconsin will address 
the banquet on the evening of No 
vember 12th. 

The meeting on November 13th 
will be devoted to the “Mutual In 
surance School,” which is an open 
forum for the discussion of insurance 
problems. Leaders of the school are : 
Junias H. Pleuss, Secretary of the 
Manitowoc Mutual Fire Insurance 
Co., Manitowoc, Wis. ; Charles Vande 
Zande, Secretary of the Campbells 
port Mutual Insurance Co., Camp 
bellsport, Wis.; L. W. Schlieder, 
Secretary of the Sheboygan Falls 
Mutual Insurance Co., Sheboygan 
Falls, Wis.; R. L. Jacobs, Assistant 
Secretary of the Citizens Mutual Fire 
Insurance Co., Janesville, Wis. ; H. P 
Otten, Opgenorth Bros. Agency, Mil 
waukee, Wis.: Erwin FE. Albrecht In 
surance Agency, Oshkosh, Wis.: 
John L. Krenzke, Krenzke Insurance 
Agency, Racine, Wis., and H. A 
Trudell, Mongin Insurance Agency, 


Arson in the Movies 

COLUMBIA PICTURES HAS PRODUCED 
\ FULL LENGTIL MOTION PICTURE 
film dramatizing the efforts of the fire 
insurance companies to fight arson 
and track down fire bugs. Bearing 
the title “Grand Exit” the feature 
roles are taken by Edmund Lowe and 
\nn Sothern. Mr. Lowe plays the 
part of an arson investigator for a 
mythical multiple line insurance com 
pany, while Miss Sothern is cast in 
the role of the daughter of the crazed 
fire bug. 

The new picture had its first show 
ing in New York City at the private 
theatre of Columbia Pictures before 


a selected audience of insurance men, 


New York Fire Department heads, 
representatives of District Attorneys 
offices in the various Bureaus and 
arson investigators. It was the opin- 
ion of this group that the new film, 
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while not entirely accurate, will per- 
haps have some good effects through 
showing the efforts made by the in- 
surance companies to ferret out those 
who start incendiary fires. 

e® @ 6 


Missouri Compromise 
Rejected 


THE MISSOURI SUPREME COURT ON 
OCTOBER ISTH DECLINED TO ACCEPT 
the compromise reached between 
State Superintendent of Insurance 
R. Immet O'Malley and seventy- 
three fire insurance companies in the 
famous rate case and it now goes 
back on the docket for later decision 
on its merits. 

The decision of the court on the 
compromise was handed down on a 
stipulation between the Missouri In- 
surance Department and the company, 
providing that only 20 per cent of 
the $1,786,000 of impounded pre- 
miums in the custody of the Cole 
County Circuit Court should be re- 
turned to the policyholder. lifty per 
cent of the premiums would have 
gone to the companies and_ their 
agents and the balance used to pay 
attorneys, court costs and other ex- 
penses. 

This is the second time that the 
proposed compromise has met an ad- 
verse court ruling. Last May it was 
rejected by Circuit Judge Nike G. 
Sevier of the Cole County Circuit 
Court, who ordered an immediate dis- 
tribution of all the impounded pre- 
miums to the policyholders. The 
companies appealed from that deci 
sion. The case is now placed back on 
the regular docket to advance with 
other cases there. 

The ruling of the Missouri Su- 
preme Court has no bearing on the 
143 individual injunction suits involv- 
ing the same issues which are pend- 
ing before a special three-judge Ied- 
eral Court at Kansas City. That 
court has also been asked to approve 
the proposed compromise which was 
reached in May. The Federal Court 
has custody over about $9,250,000 of 
impounded premiums pending a final 
decision. 

eo @ ® 


Suspend No. Carolina License 


of Pearl 

COMMISSIONER DAN C. BONEY OF 
NORTH CAROLINA ILAS ANNOUNCED 
that he has suspended the license of 
the Pearl for a period of six months 
running from October 7th. The prin 
cipal reason for the suspension was 
violation of the North Carolina laws 


in connection with the handling of 
Morris Plan risks by the Bureau. The 
account was solicited on a rate de- 
viation basis, the Pearl filing a 25% 
deviation in rate on the risk which 
was justified by the attachment of a 
3% monthly reduction clause. Com- 
missioner Boney charges, however, 
that the rate actually used was 
32-1/2% below Manual. The con- 
tract purports to have been counter- 
signed by the J. S. Whitehead Com- 
pany, Pearl agency of Wilson, the 
signature being affixed by a rubber 
stamp facsimile. Mr. Whitehead 
testified that he had never counter- 
signed this policy, that he has never 
used a facsimile signature, nor has 
he a signature stamp in his posses- 
sion. It would appear, therefore, 
Commissioner Boney said, that some- 
one had caused to be made a_ fac- 
simile signature stamp of the White- 
head agency and affixed it to these 
policies without the Agency’s knowl- 
edge or consent. 
e @ @ 


Austin, Texas, Expects 


Lower Rate 

WITH INSURED LOSSES OF ONLY 
$39,673 FOR THE FIRST NINE 
months of this year, Austin, Texas 
will be entitled to the maximum good 
fire record credit in 1936 if losses 
for the last three months are normal. 
This year it had a 15% credit which 
is the maximum now, based on a loss 
ratio of 23.5% for the three years 
1930 to 1932. For 1936 the credits 
will be based on a four year fire 
record and the maximum credit for 
cities the size of Austin will be 25% 
if their four year loss ratio was less 
than 31%. 

ee @ @ 


Fire Loss Continues Low 

THE ESTIMATED FIRES LOSS IN THE 
UNITED STATES IN SEPTEMBER WAS 
$16,641,882, according to figures re- 
leased by the National Board of Fire 
Underwriters based upon reports re- 
ceived from fire insurance companies. 
This is a decrease of $1,495,118.00 
from the fire losses for August, 1935 
or 8.2%, but represents an increase 
of $398,000 or 2.5% over the losses 
of September 1934. The fire loss for 
the first nine months of 1935 is $190,- 
533,000, which is approximately $23,- 
000,000 less than the fire loss for the 
first nine months of 1934. 

ee @ 


Stocks Deny Walker 
Liability 


rHE STOCK FIRE INSURANCE COM 


PANIES HAVE DENIED LIABILITY FOR 
loss to the liquor rack warehouse and 











contents of the Hiram Walker & 
Sons plant at Peoria, Illinois, which 
was destroyed on July 22nd. The 
announcement made reads as follows : 

“The companies, after reviewing all of 
the evidence which the investigation of the 
Western Adjustment & Inspection Com- 
pany procured, in the case of the Hiram 
Walker Distillery claim of July 22nd last 
at Peoria, Illinois, instructed adjusters to 
deny liability. Accordingly assured has 
been properly advised that liability is 
denied.” 

The report of the Western Adjust- 
ment Company reviewed the testi- 
mony of a large number of witnesses 
and indicated very strongly that the 
Western Adjustment was convinced 
that the Warehouse collapsed before 
the fire and explosion, and that con- 
sequently there was no coverage in 
view of the operation of the fallen 
building clause. No statement has as 
yet been made by anyone represent- 
ing the Hiram Walker interests, and 
it is not known whether or not the 
case will be taken to court. Approxi- 
mately $1,800,000 in insurance is in- 
volved. eee 


Less Arson in Penna. 

FIRES OF INCENDIARY ORIGIN 
GREATLY DECREASED IN PENNSYLVA- 
nia during the past year says State 
Insurance Commissioner Owen B. 
Hunt. Responsibility for the decline 
was attributed to improvement in eco- 
nomic conditions as well as to in- 
creased vigilance on the part of fire 
insurance companies and public au- 
thorities. Many people, faced with the 
possibility of loss of their homes 
through foreclosure of mortgages, 
saw in an incendiary fire the possibil- 
ity to recover part of their equity. 
Numerous business men, confronted 
with imminent bankruptcy, hoped by 
destruction of their stock and prem- 
ises to save something from the wreck 
at the expense of the insurance com- 
panies. A considerable number of 
prosecutions resulted, but in many 
other cases legal proof of the incen- 
diary nature of the fires was lacking. 

The 33.55 per cent ratio of losses 
in 1934 shows a net decrease over 
1905, when it was 38.21 per cent. In- 
crease in the total in dollars of fire 
losses does not indicate that fire pro- 
tection has not greatly improved. It 
is an evidence rather of the vast 
growth in value of property, and of 
the greatly broadened extent of in- 
surance coverage. Proportion of fire 
losses to value of property has been 
greatly reduced in the three decades. 

ee @ ®@ 


Stocks Work on New 
U & O Form 


STOCK FIRE INSURANCE COMPAN- 
IES ARE GIVING CAREFUL STUDY TO 
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the present Use & Occupancy con 
tract and a new form is expected to 
be developed. It was considered at 
a joint meeting of rating experts of 
the East and a number of company 
officials at a meeting in New York 
and their conclusions will be reported 
to the Rate Committee of the Eastern 
Underwriters Association. The form 
proposed by Frank L. Erion at the 
Underwriters’ Conference of the 
Federation of Mutual Fire Insurance 
Companies is being given particular 
study. The need of modernizing the 
form now in use is generally ap 
preciated, it being contended that 
much of the friction now attending 
the settlement of U & O claims could 
be avoided if, in the application “sal- 
aries and other fixed charges” of a 
prospect were clearly set forth and 
both insurer and insured understood 
the basis of the indemnity granted. 
ee @ ® 


Globe and Rutgers to Pay 


Loan 

THE GLOBE AND RUTGERS INSUR 
ANCE COMPANY HAS ANNOUNCED 
that the Directors have voted to pay 
off its entire indebtedness of approxi- 
mately $6,500,000 to the Reconstruc 
tion I‘inance Corporation. The funds 
for this purpose will be secured |) 
borrowing $6,000,000 from commer- 
cial banks on a secured basis, while 
the balance of approximately $500,- 
000 will be paid out of corporate 
funds. The loan of the R.F.C. car 
ries interest of 4 per cent per annum, 
while the bank loan to be made will 
bear interest of 2 per cent per an- 
num, thus netting the company a sul 
stantial saving on interest charges. 








NEWS... 


Auto Safety Problem Grows 


THE CONSTANTLY MOUNTING 
DEATH TOLL FROM AUTOMOBILE AC- 
cidents is securing more and more 
attention in the public press. An 
article in the United States News of 
October 14th, points out that in the 
last 15 years nearly 389,000 men, 
women, and children have been killed 
in highway accidents, while less than 
250,000 American soldiers have been 
killed or died of wounds in the six 
major wars in which the United 
States has participated since the 
American Revolution. 

Back in 1913, death resulting from 
motor vehicles numbered about 4,225, 
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or approximately one-twentieth of 
all accidental deaths. In 1934 deaths 
resulting from automobiles reached 
an all-time record of about 36,000, 
more than one-third of the 101,000 
attributed to accidental causes. 

In addition, during 1934 motor ve- 
hicle accidents caused 105 permanent 
disabilities and over a million tem- 
porary disabilities. The economic loss 
is estimated at over $1,500,000,000. 
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West Va. Adopts Standard 
Auto Policy 


HARLAN JUSTICE, DEPUTY INSUR- 
ANCE COMMISSIONER OF WEST VIR- 
ginia, has issued a ruling which re- 
quires the use of the new standard 
automobile policy by all companies 
licensed in the state. West Virginia, 
therefore, is the first state to officially 
adopt the new standard provisions, 
worked out by a joint committee of 
the American Mutual Alliance and 
the National Bureau of Casualty & 
Surety Underwriters. The ruling 
takes effect December 1, 1935, and 
all companies are expected to use the 
new form after that time. 

ee @ ® 


Examine Towner Rating 


Bureau 

CUE EXAMINATION OF THE TOWNER 
RATING BUREAU RECENTLY COMPLET- 
ed by the New York Insurance De 
partment concludes with a number of 
recommendations for changes in the 
organization. ‘The report, filed by 
George I*. losket, contains the fol- 
lowing recommendations : 

1. ‘Lhat the Towner Rating Bureau or- 
ganize representative committees and sub 
scribers to consider important rate revi- 
sions,and matters of policy. 

2. That all recommended or prescribed 
forms and underwriting rules be filed by 
the Towner Bureau, regardless of origin 
in the Surety Association. 

3. That the question of discounting 
surety rates where sound collateral is de- 
posited with the Surety, be reviewed. 

4. That the classified statistical code for 
reporting experience be reviewed by a 
committee of Surety company underwrit- 
ers, claims men, and statistitians for the 
purpose of recommending improvements. 

5. That additional fidelity and surety 
forms in common use be standardized. 

6. That cumulative liability and fidelity 
coverage be studied by a committee of the 
Bureau members in search of a proper 
solution of the problem. 

7. That basic rates for fidelity and surety 
coverage be related to loss costs, with 
reasonable loadings for expense and prof 
its. 

8. That the question of allowing credit 
on appeal bonds for successive action be 
considered. 

9. That manual classifications for under- 
writing be further clarified to avoid mis- 
application of rates. 

10. That experience rating methods be 
improved and standardized. 
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Drivers’ License Bill in Ohio 


A DRIVERS’ LICENSE BILL WILL BE 
INTRODUCED IN THE OHIO LEGISLA- 
ture when it reconvenes in special ses- 
sion. The bill, approved by Governor 
Martin L. Davey, gives the examin- 
ers power to require a person seeking 
to obtain a driving permit to submit 
to an examination if he has not driven 
a car for a year and the examiner 
can also require a medical examina- 
tion. The bill imposes a fee of 40c 
for each license. 


Alabama Guest Law in 
Effect 


THE ALABAMA GUEST LAW, PASSED 
BY THE LAST LEGISLATURE, HAS BEEN 
approved by the Governor and is now 
in effect. This measure provides that 
the owner, operator, or person re- 
sponsible for the operation of a motor 
vehicle shall not be liable for loss or 
damage arising from injury to or 
death of a guest while being trans- 
ported, without payment therefor, in 
or upon said motor vehicle, resulting 
from the operation thereof, unless 
such injuries, or death, are caused by 
the wilful wanton misconduct of 
such operator, owner, or person re- 
sponsible for the operation of said 
motor vehicle. 


Braun Heads Safety Body 


FRED W. BRAUN, IN CHARGE OF THE 
SAFETY ENGINEERING DEPARTMENT OF 
the Employers Mutuals at Wausau, 
has been given a three months leave 
of absence to become Acting Director 
of the new Safety Department of the 
Wisconsin Highway Commission. 
He will remain with the Department 
until a permanent Director is ap- 
pointed and the setup completed. 

Mr. Braun has taken an active in- 
terest in the automobile safety prob- 
lem and has done some well-known 
work along these lines. 


Would Include Occupational 


Disease Under Compensation 

F. ROBERTSON JONES, OF THE AS- 
SOCIATION OF CASUALTY & SURETY 
Executives, stated that the principle 
of compensation insurance may be 
properly extended to cover disabling 
diseases peculiar to and having their 
origin in specific occupations. In a 
speech before the Industrial Diseases 
Section of the Twenty-fourth An- 
nual Safety Congress and Exposition 
at Louisville, he said, provisions of 
such coverage should be separate and 
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distinct from the provisions of laws 
applicable to compensation for ac- 
cidental injuries. The following pro- 
vision should be included in an oc- 
cupational disease law, according to 
Mr. Jones: 


“1, The diseases to be made ‘compens- 
able’ should be distinctly specilied — by 
listing in a ‘schedule’ or otherwise. They 
should include all those diseases, but only 
those diseases, to be found in the State, 
which, according to prevailing medical 
opinion, can be traced, in individual cases, 
to origins in trade risks—i.e. risks, not of 
ordinary life, but created by special prac- 
—_ or processes in industrial occupations. 

There should be a special regime 
for phn adjudication of medical ques- 
tions in occupational disease cases. 

“3. There should be definite periods of 
exposure required as a condition to the 
right to compensation for various er 
tional diseases; the time within which, 
order to be compensable, disability or 
death must occur aiter exposure should be 
limited, and cases resulting from expo- 
sures entirely prior to the effective date 
of the compensation coverage, or in in- 
dustries wholly outside the particular 
State, should be excluded. 

“4. Prompt notice either of the first 
manifestation of symptons of the disease 
or of disablement—the time of such event 
to be determined as a medical question— 
should be strictly required, and every 
presumption should be against the validity 
of a claim not made as promptly as prac- 
ticable. 

“5. In case an occupational disease mere- 
ly aggravates, prolongs or accelerates dis- 
ability or death due primarily or proxi- 
mately to a non-occupational disease or 
infirmity or, above all, to old age, the com- 
pensation should be reduced to be pro- 
portionate to the degree to which the 
occupational disease contributes to the dis- 
ability or accelerates death. 

“6. The employer as of the time of the 
workman’s last substantial exposure to 
hazards of the disease and the insurance 
carrier then on the risk should be liable 
for the entire compensation—with or with- 
out right to contribution from earlier em- 
ployers and insurers. But all such liabili- 
ties, whether directly for compensation or 
for contributions to the compensation pay- 
able by others, should be subject to brief 
time limitations. 

“7. In respect to incurable diseases, espe- 
cially silicosis, the obligatory medical 
benefits should be especially limited in time 
and kind. 

“8. In respect to silicosis and other dis- 
eases of slow contraction, there should 
be special provisions for limited compen- 
sation to workmen laid off before actual 
disablement because of manifestations of 
first symptoms of the disease, with the 
alternative, under some conditions, of 
waiver of compensation by such workmen 
for aggravations resulting from being al- 
lowed to continue in the hazardous oc- 
cupation. 

“9. A law newly imposing liability to 
compensate for silicosis and other diseases 
of slow contraction should leave a sub- 
stantial interval for preparation between 
the date of its enactment and the date it 
shall take effect, and the compensation for 


~ such diseases should be specially reduced 


and limited substantially below what 
would otherwise be appropriate until the 
accured liabilities are worked off 

“10. Compensation for occupational dis- 
eases should be insurable sepatately from 





compensation for accidents, and, in the 
initial stage, at least, of a regime of com- 
pensation for such diseases as silicosis, the 
rating practices now imposed upon insur- 
ance carriers by public regulation need to 
be radically modified and liberalized. 

“In my opinion, the program I have just 
outlined is sound and would be highly 
conducive to occupational disease preven- 
tion. But I am not so confident that it 
would be safe. The pressure is strong for 
‘liberality’ in compensation laws. Merely 
a few among a large number of probable 
slight diversions from what I suggest 
would convert compensation for occupa- 
tional diseases into indefinite health, old- 
age and life insurance for workmen in 
many industries—the cost whereof might 
ruin many of such industries, and, at the 
least, would be so incalculable as to make 
the risks uninsurable, (that is, uninsurable 
except on the unlimited assessment plan), 
with all its financial perils and uncertain- 
ties.” 


Plan Highway Safety Cam- 
paign in Pennsylvania 


GOVERNOR EARLE OF PENNSYLVANIA 
HAS APPOINTED A HIGHWAY SAFETY 
council, headed by Harry E. 
Kalodner, Secretary of Internal Rev- 
enue, to draw up plans for a state- 
wide highway safety campaign. The 
council already is making a survey of 
highway accidents and listing their 
causes, kinds and places. It is ex- 
pected that this data will enable the 
council to concentrate on the dan- 
gerous spots on the highways of the 
state, as well as on city streets. The 
campaign will be divided into three 
phases: Engineering to make safé 
highways, the enforcement of traffic 
laws, and education of operators in 
safe driving. 
e@ @ ®@ 


New Idea in Weather 
Forecasting 


AIR MASS ANALYSIS — THE NEW- 
EST WEATHER FORECASTING AID — IS 
going into general use at the field 
stations of the U. S. Weather Bu- 
reau, including those along the air- 
ways, under the directions of W. R. 
Gregg, Chief of the Bureau. After 
several months of preliminary work, 
specially trained meteorologists in the 
central office in Washington, D. C., 
are now able to map the various air 
masses and their boundaries, or 
“fronts,” with greater accuracy than 
heretofore possible. These new air 
mass maps help round out the whole 
weather picture which the forecaster 
must have before him as he makes 
his deductions about coming condi- 
tions. Formerly he worked with maps 
showing only the more general con- 
ditions in the atmosphere. 

Under the new arrangement, which 

(Continued on Page 31) 
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European Countries Have Been Far In Advance of America in Promoting Health Insurance 


PUBLIC HEALTH INSURANCE 


HIx Roosevelt social security 

program, now a law of the 

land, leaves out one kind of so- 
cial insurance: health. This is not 
because the iliness risk is not a social 
one. There is universal agreement 
in this country that it is. But public 
responsibility has been devoted to the 
prevention of illness, and health (in- 
cluding accident) insurance as we 
shall see is, primarily, not a preven- 
tive but a compensating device. Its 
chief function in practice has been 
to provide cash and care for the vic- 
tims of illness and accident. We have 
spent and are spending millions of 
public money for illness prevention, 
but none for indemnity. The reason 
is simple: there are existing private 
agencies (whatever their limitations) 
that provide money benefits and 
medical care but there is no private 
interest in illness prevention. There 
is no money in it. (It is true there 
are elements of prevention in private 
medical practice and private health in- 
surance, but the major function of 
doctor and insurance company begins 
only when a man is sick or hurt.) 
.ecause there is at least potential, al- 
though partial, competition between 
public health insurance and the pri- 
vate variety the opposition of private 
companies is easy to understand. But 
the most determined and the best or- 


By C. A. KULP 
PROFESSOR OF INSURANCE 
WHARTON SCHOOL OF FINANCE AND COMMERCE 
UNIVERSITY OF PENNSYLVANIA 

ganized fight on inclusion of health 
insurance in the. Roosevelt program 
came from the doctors. It was 
strong enough to keep it entirely out. 
The reason for this attitude we shall 
come to later. It is an important 
political and social fact that the doc- 
tors as an organized group—there 
are conspicuous exceptions — are 
firmly opposed to the whole idea. 
Wisely the President’s Committee on 
Social Security decided that the time 
for public health insurance in this 
country is not yet. A health insur- 
ance program to be workable must be 
centered firmly on the sympathy and 
co-operation of the medical profes- 
sions. Until we have that co-opera- 
tion and sympathy we are better off 
without insurance. 

So the Roosevelt program, although 
it broadens somewhat the scope of 
illness prevention, has in it no pro- 
vision for health insurance. It illus- 
trates partly the important difference 
between recognizing a risk to be so- 
cial and using social insurance as a 
way to meet it. Of the 44 millions 
appropriated annually by the federal 
government for social security pur- 
poses other than old age and unem- 
ployment, roughly 15 are allotted to 


A lengthy article arriving 
at conclusions that some of 
our readers may decidedly 
disagree with but the discus- 
sion is a most interesting and 
thought provoking treatment 
of a very live economic subject. 


public health. Six millions—plus 

will go to the states for maternal and 

child health and for treatment of 
crippled children, 8 millions to the 

United States Public Health Service 

for’ sickness prevention, and $800,000 

to the states for rehabilitation, prin- 
cipally of industrial cripples. When 
you consider that the rehabilitation 
and Health Service grants are con- 
tinuations of existing appropriations 
this gesture of the federal govern- 
ment toward the illness risk turns out 
to be a restrained one. The health 
sections of the program are largely 
padding to give the appearance of 
complete security provision. One 
may or may not think that this is 
the time to do everything. I con- 
sider it is not. The fact remains that 
the Roosevelt program barely touches 
one important source of insecurity. 

ee @ ®@ 

What Is Public Health Insurance? 
HAT then is public health in- 
surance? It is a plan for group 

payment of losses from bad health 

and non-industrial accident. In most 
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countries it is compulsory, but it need 
not be, although the trend since the 
war is strongly toward compulsion. 
Its membership, if compulsory, com- 
prises the lower income classes; 1f 
voluntary, it is open to members of 
all classes. very existing system 
requires contributions from members 
although not necessarily in the same 
proportion to wages from all groups. 
Benefits include cash payments for 
lost wages and provision of medical 
care. Other characteristics occur in 
particular schemes but they are not 
essential to the institution of public 
health insurance as it exists. Ma- 
ternity benefits, particularly to mem- 
bers, are generally included; benefits 
ot various sorts are in most countries 
paid to dependents as well as mem- 
bers and frequently there are funeral 
benefits. Lut the essential idea of 
public health insurance is the appli- 
cation of the principle of group or 
average payment to sickness and ac 
cident losses. It is the insurance 
principle applied by government to a 
risk that under private arrangements 
is either not covered at all or is cov- 
ered very ineffectively. Nobody has 
yet argued that the risk is not suit- 
able for the insurance method. The 
objections are to the auspices and the 
compulsion. These objections, as we 
shall see, are strongly urged and de- 
serve dispassionate consideration, 
which is all the more reason for not 
Wasting too much time on red her 
rings dragged across the issue by 
partisans. Qf herrings there are a 
plenty but by all odds the least honest 
is the spectre of state or socialized 
medicine. You can start a conven- 
tion of doctors frothing at the mouth 
instantaneously by mere mention of 
this taboo. Let us simplify our dis 
cussion at once by agreeing that state 
medicine means complete medical 
(and related) care provided by state 
employees at state expense. Under 
state medicine there would be no pri- 
vate practice, no private fees, no in- 
surance premiums. I say there would 
he because, save in Russia, no such 
institution exists on the face of this 
earth. The nearest parallel for 
\mericans is the group disability in 
surance provided by benevolent em- 
ployers, without cost, for their em 
ployees and the medical departments 
of compensation self-insurers staffed 
by full-time nurses, physicians and 
Health insurance in this 
country has enough rivers to cross 
without adding an immense artificial 
obstacle called socialized medicine. 
There is some excuse for confusing 
socialized medicine with the public 
health activities of the state and fed- 
eral governments: both are free of 


surgeons. 
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direct cost to the beneficiaries. There 
is no excuse—except that of the fear 
expressed by the fable of the camel's 
nose and the Arab’s tent—for con- 
fusing it with public health insurance. 


Insurability of Health Risk 

INSIDERED by itself—for the 

time ignoring the rest of the 
Roosevelt omnibus program—it is a 
pity that we cannot start public health 
insurance now. Most of the objec- 
tions that other forms of social in- 
surance have to overcome simply do 
not exist. There is no actuarial prob- 
lem, at least none in any way com- 
parable to that of unemployment in- 
surance or even old age annuities. 
Closely tied up with this advantage 
is the further really important fact 
that there is no reserve problem. The 
funds collected in any year would be 
expended during the period of collec- 
tion: they would be automatically 
and periodically  self-liquidating. 
Since there is no reserve problem 
there is no problem of investment, of 
monetary and currency mischief and 
of other kinds of abuse. The plan 
could be started at once and a year 
later begin paying benefits. lor 
the risk assumed there is small prob- 
ability of catastrophe. but quite the 
most important fact is that health 
insurance could be made entirely self- 
supporting. The illness risk is ideally 
suited for insurance because of one 
key-fact: it is not the average medi- 
cal bill that staggers the little man 
but the risk of a catastrophic big one. 
lor example nearly two-thirds of 
city folk in the $1,200-$2,000 income 
group spend annually less than $60 
for medical care of all kinds but 7 
per cent spend over $200 and 1% 
per cent $500 and over. For poorer 
people the situation is even worse al- 
though they may not worry about it 
like the little man who still has (or 
until this depression had) his pride. 
Some victims, in the group above, 
spend a third to a half of their annual 
income on medical catastrophe. But 
these figures merely point up a fact 
familiar to everyone. What is not 
generally known is that, for the same 
average medical expenditure they 
now make, these families could have 
a higher standard of care and the 
sweet knowledge of security from 
shattering hospital and doctor bills. 
Qn the average an American family 
spends 4 per cent of its income for 
medical and related care. \ com 
plete medical care program would 
cost, it is reliably estimated, 4'2 per 
cent of income, and that means a 


program far in advance of what the 
average family gets now. 


So with- 





out a cent from employer or govern- 
ment the people of the United States, 
by rebudgeting their present medical 
expenditures, could achieve a stand- 
ard of medical care, now available 
only to the wealthy on the one hand, 
and to charity patients on the other. 
‘or 4% per cent of wages or salary 
they could command the services of 
the general practitioner in office, 
home or hospital, of the specialist, of 
hospital and other institutional care, 
of dental, clinic and laboratory serv- 
ice, of home-nursing and medicine, 
eye-glasses and other appliances. 
Quite likely also we would not wish 
to embark at once on a complete 
program so that the initial cost of 
medical care under health insurance 
could be made actually lower than it 
is now. The 4% per cent premium 
would not cover cash benefits which 
would require an additional estimated 
one per cent of family income. Vet- 
eran campaigners in the fight for 
public health insurance insist that for 
the great mass of health fund mem- 
bership cash benefits are at least as 
important as medical care. If I had 
to choose between cash and care I 
would say largely for administrative 
reasons, try medical care first. It is 
important to know that if we should 
decide to start with the double pro- 
gram, both cash and_ practitioner— 
hospital benefits could be provided at 
a cost not over the present load. 
Practically the fact that neither man- 
agement nor government need be 
asked to help financially is going to 
make a difference in the campaign 
for health insurance. It will decrease 
opposition by that much. In ‘any 
event it seems likely—at this distance 
—that employers will be excused en- 
tirely and that the federal govern- 
ment will limit its financial aid to 
subsidies of modest proportion. Even 
if a 4% per cent average contribu- 
tion is sufficient it is not desirable 
to apply a straight average rate to all 
workers. It will be necessary to ask 
of persons in lowest income classes 
smaller percentages of their wages 
than of the more fortunate, and this 
deficiency will have to be made up 
in some way or other. One way—it 
is used in the Roosevelt old age an 
nuity scheme—is to ask the higher- 
brackets to help pay for the lower, 
requiring from them say 6 per cent 
of income as against the average 4% 
per cent. A more likely way, and 
one consistent with our theory of 
federal aid, is the federal subsidy to 
state health insurance funds. 














Objectives of Public Health 
Insurance 


O SUMMARIZED the function 
of public health insurance is to 
provide cash for time lost through 
disability, and medical benefits on a 
broader scale and a cheaper cost. In 
normal times over one-third of all 
white families receive no medical, 
dental or eye care of any sort and 
the case of negroes is far worse. The 
proportion of white families under 
$1,200 income receiving no care of 
any kind is nearly one-half, and these 
percentages are wide underestimates 
because the quantity and quality of 
care for those supplied varies from 
a great deal down to practically 
nothing. It is this vast social risk— 
accentuated by the increasing in- 
ability of private hospitals to con- 
tinue medical charity on the old scale, 
by the decline of the family doctor 
and by the race of medical men to 
specialize, and by the increasing load 
of poor relief the doctor gives directly 
in free service—that constitutes the 
gist of the case for public health in- 
surance. Here, as with the other so- 
cial risks, we have discussed there 
has been a general failure of private 
and voluntary effort. Certainly there 
exist scores of private insurance 
companies that sell accident and 
health insurance, but comparison of 
the number of their policyholders 
(including even the well-to-do) is a 
quick lesson in the limitatton of pri- 
vate provision. There will, I believe, 
always be place for private disability 
insurance, and any _ nationwide 
scheme we adopt will exempt group 
policyholders in insurance plans which 
are at least as favorable to its mem- 
bers as the state plan. Perhaps as 
in Great Britain this will mean re- 
organizing some private companies in 
order to make them eligible. It is 
likely, for instance, that only non- 
profit associations would be permit- 
ted, so that stock companies would 
at least have to issue participating 
policies. . It would not be fair to al- 
low one part of the population to 
continue bearing an administrative 
expense of 20 or 30 per cent of 
premium and another part—that in- 
sured in the public scheme—to pay 
only 10 or 15 (the British range). 
Private insurance here is defective 
also for another reason: prepond- 
erately it pays only cash benefits. 
There are exceptions, of course, but 
in general these exceptions, for the 
average man, are unimportant. Some 
because they are costly and require 
stringent physical and underwriting 
precautions (non-cancellable dis- 
ability) ; some are fairly liberal but 
experimental and can be withdrawn 
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by the company (the medical reim- 
bursement clause); some are very 
limited (surgical, nursing and _ hos- 
‘pital riders). The great mass of 
lower-income citizens simply are not 
customers for this sort of protection. 
Private insurance companies on the 
average don’t want them: imagine an 
inspection report for the Jones family 
of Hogan’s Alley. And if the Jones 
did want the insurance, and the in- 
surance companies wanted the Jones, 
it would be an economic impossibility 
to get the Jones to pay premiums un- 
der private auspices. Whatever they 
pay must come through some check- 
off system, preferably through the 
pay envelope. Public health insur- 
ance with a graded premium is the 
only way to assure that this deduc- 
tion will be one the Jones can and 
will bear. 

The possibilities of a nationwide 
plan of health insurance are remark- 
able. Even omitting the preventive 
side the possible improvement in the 
physical and mental health of the 
American people passes _ intelligent 
forecast. The United States Public 
Health Service with a small appro- 
priation of $300,000 a year (now 
raised to $8,000,000) has created a 
tradition of service so dazzling that 
already it takes on the aspect of 
Fable. If we are only half as imagi- 
native as the Germans have been with 
their health insurance we can tie these 
new funds intelligently and intimate- 
ly to our insurance plan and make 
prevention help insurance as insur- 
ance helps prevention. The Roosevelt 
program gives us a start. 

ee @ @ 
Objections to Public Health 
Insurance 
ITH all this on the credit side, 
what of the debit? If this were 
all the story we should have had 
health insurance 20 years ago, the 
time of the first push. What are the 
objections? Who are the objectors? 

There is laid down on any specific 
health insurance program a scatter- 
ing fire from the perfectionists (who 
say this is not enough), the constitu- 
tionalists, the individualists (these 
merge readily with the constitution- 
alists) and the extremists at the other 
end of the politico-social spectrum, 
the proponents of state medicine or 
socialized medical care. There is not 
enough space here for detailed treat- 
ment of these sources of opposition ; 
besides they are rather accurately 
described by their labels. They range 
in sincerity and persuasiveness from 
the lofty and chilly pronouncements 
of a James Beck, to the stupidity of 
the association which translated and 
printed a German pamphlet attribut- 
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ing all of Germany’s postwar woes 
to its social insurance. You might 
expect companies selling accident and 
health insurance to lead the opposi- 
tion, but they have not. The dogged, 
the bitter resistance to public health 
insurance comes froin the doctors. It 
is no longer a unified resistance along 
the entire front but it is still formid- 
able enough to have bid the Pres 
ident’s Committee pause. There has 
been some official relaxing by profes 
sional associations. The American 
Medical Association now gives tepid 
approval to prepayment hospital sery 
ice plans. The Michigan State Medical 
Society and the California Medical 
Association have come out for state 
health insurance. The action of the 
California doctors in years to come 
will mark an epoch. Even more im- 
portant, though not so dramatic, in 
the retirement of the American medi 
cal profession from its historic posi 
tion is the gradual cleavage that ap 
pears between what the doctors say 
in convention and what they privately 
think. Very rapidly it becomes ap 
parent that even older doctors are 
developing deep distrust of the way 
things have been going for them re 
cently. The younger doctors, those 
still awaiting appointment and pre- 
ferment, are more openly critical of 
the attitude of the American Medical 
Association, but the spirit of unrest 
and dissatisfaction is spreading to 
doctors of every age. 
ee @e ® 

SUMMARIZE here briefly the 

arguments against public health 
insurance that appear most frequent 
ly in discussion by and before doctors 
and the associated professions. The 
one that appears over and over again 
is that the doctors will not tolerate 
lay control of their profession. They 
are absolutely right and [I do not 
know anyone who wants health in- 
surance on any other terms. But the 
doctor’s idea ef lay control is one 
that does not stand close examination. 
He implies that public health insur 
ance means group treatment as well 
as group payment. He implies more 
than that, he implies mass and indis- 
criminate, continuous - production 
treatment. [le implies that the sick 
man under health insurance can have 
no choice of physician, and is routed 
about a large medical factory like so 
much merchandise, drawing a dif 
ferent doctor every visit. Quite prop 
erly the doctor argues that the health 
insurance plan must do nothing to 
impair the intimate relationship that 
should exist between physician and 
patient. With him we agree that this 
is the most important part of the 
cure. 
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But much of this is shooting down 
a straw man. Wide choice of phy- 
sician by the member- patient is per- 
fectly compatible with public health 
insurance and is permitted, for ex- 
ample, in England. Realistic doctors 
also smile at the inference that under 
existing arrangements everybody has 
a family physician who knows all the 
ins and outs of every member of the 
family from birth. The poor have 
no choice of doctor now, in or out of 
institutions. Doctors traditionally 
huddle in the center of every city, 
the wide discrepancy between doctor- 
availability in country and city has 
heen documented over and over, and 
there are literally millions of Amer- 
icans, many of them in relatively 
good circumstances, who have never 


had a true family physician. (On 
other occasions the doctors them- 
selves bemoan the consequences of 


the self-diagnosis that city-dwellers 
must engage in when they decide 
whether to go to the stomach man, 
the liver man or some other spe- 
cialist.) “Only in a small commu- 
nity,” says a former President of the 
astern Medical Society, “where the 
doctors is practising among his own 
class who know him and his family, 
or where the doctor’s integrity is 
guaranteed by his eminence, does 
such confidence exist. . . The rela 
tionship between doctor and patient 
has broken down under distrust in 
matters involving money.” Health 
insurance has in it the possibilities of 
giving the average man more in- 
dividual treatment than he has now. 

There is another reason why this 
lay-control argument is not a sound 
one. It implies that you cannot have 
a healthy medical system if at any 
point it is touched by lay advice, co- 
operation or management. [ut the 
precedent of every hospital board 
shows the contrary. Not even doctors 
can imagine a hospital run on its 
business side by a board of doctors. 
Professional men can and do work 
effectively under lay control, in hos- 
pitals, in universities, in business 
everywhere. The public has a large 
stake in the facilities used by the 
medical profession, a stake growing 
rapidly with hard times and one like 
ly never to be reduced. Who has a 
better right to be consulted about the 
economic side of medicine than the 
wealthy laymen who endow hospitals 
and the taxpayers who provide pub 
lic appropriations? There is a sphere 
for the professional man and a sphere 
for the business executive, and the 


exact delimiting of the spheres is 
never final and requires thought, 
planning and an open mind. But to 


say “hands off” to every lay contact 
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with the medical profession simply is 
not reasonable. Such freedom doesn’t 
exist as the medical profession stands 
this minute. Rather than proving the 
impossibility or the undesirability of 
public health insurance, the existence 
of these spheres shows the necessity 
of keeping the business management 
and the professional management of 
health insurance in different depart- 
ments. British experience, referred 
to in this country so often and so 
erroneously, bids us calm our worst 
fears about the effect of insurance 
management on insurance medicine. 
The doctors of Great Britain today 
look back ruefully on their opposition 
to health insurance in that country, 
the only effect of which was to put 
them on the defensive and leave them 
unrepresented in the councils that 
framed the system. Vigorous oppo- 
nents in 1911, they now urge officially 
extension of the plan to include hos- 
pital and specialist services. 

It is feared also that public health 
insurance will exploit the doctor at 
the same time it exploits his patient. 
Health insurance will pay him on a 
wholesale instead of a retail basis. 
But there seems no more reason here 
than abroad that we cannot have the 
second without leading to the first. 
The hard fact of the matter is that 
the doctor needs the new clients 
nearly as badly as the clients need 
him. In California two years ago the 
State Medical Association discovered 
that nearly one-third of the physicians 
had less than $2,000 income a year. 
Even in the fine days of 1929 one- 
third had less than $2,500 net income 
the country over. General practi- 
tioners received in net income only 
40 per cent as much as the specialists. 
(That explains the doctorless rural 
county and the — specialist-ridden 
city.) In thinking of medical income 
the layman is overimpressed by the 
fancy fees of the medical prima 
donna of Park Avenue. He has not 
the information to compare with these 
fees the fact that 40 per cent of all 
doctors’ income goes for professional 
expenses, that large amounts are lost 
through bad debts and that much 
time goes for free work. 

ee ® 


fg, pet erage lights up the com- 
plexity of our medical situation 
as quickly as this matter of the doc- 
tor’s net income. The doctor claims 
immunity from public insurance be- 
cause he already gives medical char- 
ity. At the same time he admits that 
this charity is largely made possible 
by his system of scaling fees for the 
same service up and down according 
to his clients’ income. Or rather ac- 





cording to his opinion of his clients’ 
income. He gives this charity accord- 
ing to no known system and he gives 
it, in the last analysis, out of the 
pockets of the rich and the payers of 
taxes. Out of the rich through his 
fee-scale, out of the taxpayer because 
there is hardly one doctor who di- 
rectly or indirectly is not the benefi- 
ciary of State-supported hospitals, 
clinics and health facilities. The doc- 
tor sticks to a haphazard system of 
public-private medical charity and yet 
resists a -formal contractual plan 
which will assure payment for his 
services and decent medical attention 
for great numbers of the population 
who he admits are now without. 
Truly a maze of cross-purposes. 
There is one fact about the British 
public health insurance system that 
has not yet got into general circula- 
tion among our doctors: that the av- 
erage income of the British “panel 
doctor” (with a system that provides 
only practitioner’s care and medicine) 
is $2,000 a year, that he not only 
charges it but collects it, and that 
51 per cent of British doctors are still 
on private practice. Considering that 
we would not be satisfied with British 
benefits, and that British living stand- 
ards are generally lower than ours, 
and that we can step these income 
figures up for American use, this 
ought to make pleasant reading for 
many thousands of young American 
doctors waiting to be famous. It is 
easy to make a paper case for or 
against any proposal, but all things 
considered it looks to the layman as 
if a great many of our M. D.’s are 
being exploited now. We repeat in 
medical care the anomaly of an excess 
of producers who need customers and 
an excess of potential customers who 
need the wasted product of the pro- 
ducers. Public health insurance, a 
permanent and not an emergency pro- 
gram, would plow under not a single 
doctor. We need every doctor we 
have and more. Perhaps not all of 
them in the same places they are now, 
but we need them. 

Less often do we hear today an 
older argument that the present sys- 
tem is good enough. Since publication 
of voluminous findings of the Com- 
mittee on the Costs of Medical Care 
(Hoover-appointed and loaded heav- 
ily with doctors) this one has a hol- 
low sound. Medical costs are too high, 
not because the average doctor gets 
too much: we have seen he does not. 
They are too high because the medi- 
cal and allied services are badly or- 
ganized, indeed one can say they are 
hardly organized at all. They are 














high because we get less than we 
should and could for our money. 
Once in a while you hear doctors re- 
peating the old one about health in- 
surance perpetuating the unfit, as if 
doctors have not been doing that 
with the best of conscience since 
we’ve had doctors. It is said also 
that health insurance will make many 
patients professional sick men; that 
when service is “free” the doctor’s 
offices will be thronged and the doc- 
tor’s time taken up with minor and 
imaginary complaints; that wherever 
health insurance has been in opera- 
tion for a time sickness rates rise 
rapidly and viciously. We can be rea- 
sonably intelligent only about the last 
section of this triple-threat. (The 
first 2 are not checkable and argue 
that a psychopathic trait long recog- 
nized by doctors in a small minority, 
mostly women, will extend to the 
whole insured group just because the 
doctor’s time is free or inexpensive. 
Dubious psychology for the great ma- 
jority.) It is quite true that when 
medical facilities are opened up 
through public insurance the statistics 
of recorded illness rise. So do the 
statistics of automobile accidents 
when you pass a compulsory auto- 
mobile insurance law, and of the de- 
pendent aged when you pass an old 
age assistance law. The intention of 
such laws is to increase the number 
of people benefited ; it becomes worth 
while to get the facts on the record. 
There will always be malingering, 
but only partisan critics deduce from 
these increases an insidious change in 
human nature. These increases also 
are partly the result of successive 
statutory liberalization. Between a 
system that is largely charity and 
largely misses its objective, and a sys- 
tem financed entirely or principally 
by its members, there would seem to 
be small question on the moral- 
psychological front. 

Finally we come to what is un- 
doubtedly the basic reason for medi- 
cal antagonism to health insurance. 
It is also the least altruistic. Stated 
in terms of business it is the natural 
desire of those who enjoy them to 
protect their vested interests. This 
reason is particularly strong with the 
older and better-placed men. It is 
usually unstated. “We have won 
something and it is ours. Why should 
you take it from us?” (r more 
bluntly: “The medical profession is 
competitive. The best man attracts 
the most clients, is the most success- 
ful and makes the most money.” He 
serves best who earns most. The 
Emersonian aphorism applied to 
medicine. But we have already seen 
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that the best-to-do of our population, 
indeed perhaps the majority, will not 
be in the public scheme and will con- 
tinue to use private facilities. The 
younger doctors, as elsewhere, un- 
doubtedly will be glad for the insur- 
ance practice and will do most of it; 
it will stake them during those first 
critical years. The older doctors will 
be competing by and large for the 
same clientele they compete for now, 
and the net effect of public insurance 
will be to create a market for medi- 
cal care which now exists principally 
in the census reports. Also reputable 
physicians say that the mousetrap- 
competitive proof of service is more 
than a trifle dubious. Competition 
in medicine has its other face. “The 
so-called general practitioner becomes 
a mere feeder for the specialists. Out 
of competition has grown the practice 
of fee-splitting. lee-splitting is noth- 
ing more than an economic by-product 
of competition, which is always cruel, 
self-seeking and heartless. It is a 
sympton of a disordered economy. 
... The surgeon who accepts a case 
from a general practitioner, who 
there-upon dons a gown and plays the 
part of a nominal assistant entitled to 
an assistant’s fee remains well within 
the code of ethics. The transaction is 
not fee-splitting, it is swallowing the 
camel.” Thus a physician of em- 
inence says things about medical 
competition a layman dare not. He 
says other things too, about the com- 
petition of impressive offices, good 
addresses, joining, and medical poli- 
tics. “There are many able doctors 
in large cities who starve because 
they will not or cannot face the 
shabby realities of medical practice.” 
These statements are of value in a 
discussion of public health insurance 
only to throw light on the nearly uni- 
versal assumption that the doctor can 
do no wrong. Insurance will bring 
no Utopia but it is infantile to argue 
as if we had medical Utopia now. 

One thing is clear, whatever we 
conclude about the legitimacy of the 
doctors’ position; as long as doctors 
believe these things and act on them 
we will not be able to have acceptable 
public health insurance. 


The Chances for Public Health 
Insurance in the United States 


HE illness risk is even less the 

product of emergency than that 
of insurable unemployment. We have 
learned already that the early state- 
ments that depression has not af- 
fected the state of the nation’s health 
were premature. But insurance can- 
not be justified as a way out of this 
health-depression. It is on firmer 
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ground if it claims to be one way to 
minimize the health-depressions of 
the future. To the extent that we 
are able to substitute a formal and 
financially sound scheme for our 
present arrangements the claim is 
justified. Health insurance would 
take a considerable part of the present 
burden of charity from our public 
and private hospitals. But this is a 
long look ahead and in the meantime 
the immediate factors unfavorable to 
health insurance are much stronger 
than the favorable. 


The principal unfavorable factor 
we have seen is the intransigeance of 
the doctor. How long this will per- 
sist is your guess as well as mine: I 
should say as long as the present gen- 
eration of doctors aged 50 and over 
is dominant in the profession. Re 
turning prosperity too will affect the 
doctors as it will the rest of us. If 
by a miracle the stock market should 
rise 50 points overnight the layman 
and the politican would drop social 
insurance without a backward glance. 
Oddly enough the very passage of 
the Roosevelt social security program 
will for some time be an argument 
against embarking on other objec 
tives. This last I think is the wisest 
reason for delay. The British en- 
trusted the bulk of the administrative 
work of their system to established 
mutual societies of one kind or an- 
other. The Germans initiated with 
health insurance the employer-em- 
ployee co-operation which, given the 
German temperament, has proved so 
successful. 3ut America, under 
handicaps the Europeans never 
dream of, is going to have its hands 
very full rigging up the administra 
tive end of unemployment and old 
age insurance. The administrative, 
particularly the personnel problem, is 
likely to be our Achilles heel. To add 
health insurance would be further to 
expose it. 


When you come to list the factors 
immediately favorable to early pas 
sage of public health insurance laws 
you find none. Nobody except a few 
specialists is for it now, militantly, 
intelligently and optimistically. The 
reason is obscure, but it appears to 
be related to the still general feeling 
that ill health is a personal visitation 
and not public business. In the long 
run two factors are likely to spread 
the appreciation of, and the demand 
for, health insurance. If our old age 


and unemployment schemes work rea- 
sonably well—it will take a long time 
to develop the flaws of the first— 
people will be that much more hos 
pitable to insurance of the illness risk. 
In the meantime developments in pri- 
(Continued on Page 24) 
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1935 MUTUAL 


ILLING to capacity all the 
better-known hotels in’ Des 
Moines, during the week of 

ctober 2nd, the National Conven 

tion of the Mutuals wrote for itself 

a record of attendance far 

that of any previous gathering. The 

National \lutual In 

surance Companies, together with the 

Federation of Mutual lire Insur 

ance Companies, attracted by the 

central location and, perhaps, also 
moved by the period of returning 
prosperity in the air, sent delegates to 

a number just short of one thousand, 

and never were such large group 

conferences and joint meetings, nor 

a banquet of such major proportions 

in all mutual insurance history. 

Building on the experience of for 
iner years, the program touched on 
every important phase of fire and 
windstorm insurance and, to make the 
matter complete, even went into the 
automobile end of the business In 
this latter respect the automobile fire 
policy was most emphasized but other 
items of automobile 
also touched upon briefly. 


OT a little of the success of the 
N big meeting was due to the ad 
vertising exhibit on the mezzanine 
floor of the Fort Des Moines Hotel. 
Attractive bulletin were 
erected in convenient fashion for the 
display of every manner of publicity 
from newspaper and magazine adver 
tising to direct broadsides 
and souvenirs for prospects, nor were 
salesmen’s portfolios 
letter campaigns, nor any printed de 
vice which could be used to carry the 
mutual message to the public. This 
exhibit, which reached very far 
toward perfection, was an outgrowth, 
it should be remembered, of pioneer 
ing done along the line five 
vears ago, when the first occasion of 
the kind in mutual started 
something which has been of incal 
culable benefit in improving the out 
put of all the mutual advertising d 
partments which have participated. A 
list of the conference exhibit winners 
will be found on another page. 

\long with the exhibit were the 
essions of the advertising conference 
itself, where the pros and cons of the 
best way to get the mutual story over 
was the theme of vigorous discus 
sions for three full days. 

To one reporting the convention 
the list of notable speakers was em 
barrassingly long. Nearly every one 
of the more prominent companies, in 
both the farm and the Federation 
field, had its manager or some official 
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CONVENTION 


scheduled for a discussion or an ad- 
dress of some sort. Many a delegate 
found himself confused by a wealth 
of material so that it was necessary 
to make out an itinerary for each 
day, often being put to the extremity 
of hurrying back and forth from one 
hotel to the other, in order to be pres- 
ent when speeches he was individ- 
ually most interested in were on the 
card, 


eee 
ROM outside the mutual ranks 
there were—The Honorable 


Clyde L.. Herring, Governor of Iowa; 
Dr. J. T. Ryan of Grinnell College: 
Professor Harry Giese of Iowa State 
College; Dr. V. N. Valgren, Prin- 
cipal Agriculture Economist of the 
Farm Credit Administration of 
Washington, D. C.; Honorable Ray 
Murphy, Commissioner of Insurance 
of the State of Iowa; R. M. Plaister 
of Moody’s Investor Service; Wil- 
liam S. Bradley, lowa State Director, 
l“ederal Housing Administration ; Dr. 
Lewis A. Warren, Director of Lin- 
coln National Life Foundation ; Max- 
well Droke, Publisher; Harry Carey, 
\ssistant Advertising Manager of 
Time Magazine; C. H. LaFleur, 
President, Sales Engineering Insti- 
tute, and (at the banquet) Dr. R. M. 
Hutchins, President of the Univer- 
sity of Chicago. 

In our last issue a roster of the 
various committees was printed, and 
it is to the members of these enter- 
prising groups that praise is enthu- 
siastically given for the successful 
management of the multitudinous de- 
tails. There is not in memory a con- 
vention which moved more smoothly, 
or where more attention was paid to 
the comfort and convenience and en- 
tertainment of guests, than at Des 
Moines in 1935. A_ special bit of 
commendation is deserving for the 
1752 Club, a rising young organiza- 
tion for the promotion of mutual in- 
surance, that assembled a 
more of automobiles for quick trans 
portation of delegates to and from 
hotels and trains and in every way 
saw to it that no one lacked for a car 
to anywhere, or information about 
anything. We understand the 1752 
Club is to be enlarged to national 
scope, and from its record this year 
it seems certain that it will be heard 
from more largely in the future. 


score or 


ITE ladies auxiliary did a famous 
job of arranging that no woman 
of the convention crowd had a mom 
ent unfilled with entertainment pos 
sibilities. Teas and luncheons and a 





The Biggest Crowd Appear 


general program replete with just the 
features that ladies like, followed one 
another in rapid succession. On one 
of the days a trip was made to the 
nearby Agricultural College of the 
State of Iowa where the Home 
Economics Department yielded up a 
bountiful repast, dainty and _ scien- 
tific to the last degree, and the mu- 
tual women marveled at the fine 
buildings and splendid equipment of 
the various departments of this up 
to-date University of Agriculture. 


No mutual convention, of course, 
is complete without its golf tourna- 
ment, and although the weather might 
have been a trifle unfavorable to good 
scores, the “big shots” of the mutual 
golfing contingent battled out their 
contests with Colonel Bogey and car- 
ried away (some of them) various 
loving cups and other trophy impedi- 
mentia. Presentation of prizes by 
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Crowd Appeared In a Mutual Convention Picture Even Though Inclement Weather Kept Many Delegates Inside 
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the redoubtable Chase M. Smith, oc- 
cupied a sidesplitting half hour and 
the Eaton-Jones match, which sup- 
plied such a hilarious interval on the 
links because of the Scotch costumes 
of the principals and the comic opera 
habiliments of the gallery, concluded 
itself with a donation of a multi- 
colored umbrella to the first named 
contestant who was alleged to have 
won the contest. A list of golf prize 
winners will be found either at the 
end of this article, or somewhere else 
where it may be inserted with the 
least pain to the losers. - 


A STRIKING item of especially 
the larger meetings was the per- 
fection of the annunciator system, 
which allowed everyone to hear even 
the most modest voiced speakers. 
Critics of conventions who say that 


no one ever listens to the speeches 
could have received considerable 
education from a visit to the mutual 
sessions which were literally crowded 
from the front to rear exit practically 
every moment during scheduled dis- 
cussions. Nothing succeeds like suc 
cess and no phrase could better pic 
ture the mutual insurance convention 
of 1935. The vitality of the event is 
furthermore reflected in the list of 
officers elected for the ensuing year 
in the various groups. They are as 
follows : 

J. J. Fitzgerald, was elected presi- 
dent of the National Association of 
Mutual Insurance Companies, suc- 
ceeding B. Rees Jones of Des Moines. 
Mr. Fitzgerald was vice-president of 
the association during the past year. 

Other officers elected included Roy 
J. Chase, Rockport, N. Y., vice- 
president ; Harry P. Cooper, Indian- 
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apolis, secretary; Frank B. Fowler, 
Indianapolis, treasurer, and W. EF. 
Straub, Lincoln, Neb., national coun- 
cillor, U. S. Chamber of Commerce, 
were re-elected. 

Thomas G. McCracken, Chicago, 
past president ex-officio, was named 
to the board of directors to succeed 
Mr. Chase whose term would have 
expired next year. All other board 
inembers whose terms expired this 
year were re-elected. They are A. E. 
Anderson, Cottonwood, Minn.; Guy 
C. Eaby, Lancaster, Pa.; L. A. Min- 
genbach, Stevens Point, Wis. ; Charles 
Holz, Buckley, Ill, and Frank P. 
Tucker, Albany, N. Y. 

Retiring President Jones 
named past president ex-officio. 


was 
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Krank Bishop was elected Presi- 
dent, of the Federation of Mutual 


% 








18—November, 1935 


Fire Insurance Companies succeed- 
ing J. J. Fitzgerald, who became 
President of the National Association 
of Mutual Insurance Companies. 
The new vice-president is L. G. Pur- 
mort. 

Governing Board: 

Justin Peters was elected to suc- 
ceed T. G. McCracken on the Gov- 
erning Board, H. G. Kemper succeeds 
(;, A. McKinney and as is the cus- 
tom the retiring president was auto 
matically elected for a two year term. 

(thers on the Board are: M.D. L. 
Khodes, Fred Wessels, H. M. Rich- 
mond, I’. B. Fowler, L. A. Mingen- 
bach, Charles Weating, IH. B. Carson, 
and 1.. G. Purmort. 

The 1936 convention was voted to 
go to Philadelphia at a date to be de- 
termined later, and will probably be 
about mid-October. 


Winners of first prizes in the ad- 
vertising exhibit were led by the 
Hardware Mutual Casualty Company 
of Stevens Point, Wisconsin and the 
employers Mutuals of Wausau, Wis- 
consin, each with six first places. 

The former won recognition for 
direct mail advertising of Automobile 
Insurance and Miscellaneous Casual- 
ty lines; for booklets of annual re- 
ports and financial statements; edu- 
cational material ; miscellaneous sales 
contests and sales contests that were 
printed. 

The latter took the lead in the fol- 
lowing classes: direct mail advertis- 
ing of Compensation Insurance ; sales 
letter series on Casualty Insurance; 
producers publications, direct-writing 
companies; Surveys and sales pro- 
posals for Casualty Insurance; mer- 
chandising advertising to salesmen, 
direct-writing companies, and_ sales 
manuals. 

Winners of four first places were 
the Grain Dealers National Mutual 
lire Insurance Company, of Indian- 
apolis and the Federal Hardware and 
Implement Mutuals of Minneapolis. 

The Grain Dealers National ex- 
celled in blotters used in a series; 
policyholder publications ; newspaper 
advertising of Fire Insurance and 
\llied lines, and business letterheads. 
The Federal Hardware led in a sales 
letters series on Fire Insurance; Fire 
Insurance surveys and sales pro- 
posals ; novelty and remembrance ad- 
vertising, and mimeographed sales 
contests. 

Mill 
ance of 
places: 


Owners Mutual Fire Insur- 
Des Moines took three first 
sales letters for Fire Insur- 
merchandising advertising to 
salesmen among agency companies, 
and general exhibits. 
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Utica Mutual Insurance Company 
at Utica, N. Y. and American Mutual 
Liability Insurance Company of Bos- 
ton, also won three first prizes each. 

The former won the awards in 
newspaper advertising of Casualty 
Insurance; printed material on loss 
prevention, Casualty Insurance, and 
outdoor advertising. The latter, trade 
journal advertising; special surveys, 
and automobile safety promotion. 





Elected Director of D.M.A.A. 


D. F. Raihle, General Sales Manager for 
the Hardware Mutual Fire Insurance Com- 
pany of Minnesota, was recently elected 
to the Board of the Direct Mail Advertis 


ing Association. Mr. Raihle’s advertising 
campaigns have twice won places amongst 
the 50 leading campaigns. It is the first 
time during the eighteen years’ history of 
the Association that an insurance man has 
heen so honored 


Lumbermens Mutual Insurance 
Company of Mansfield, Ohio, took 
two first prizes, direct mail advertis- 
ing (in series) of l‘ire Insurance and 
\llied lines and miscellanéous institu- 
tional printed matter. 

Michigan Mutual Liability Insur 
ance Company of Detroit, did like 
wise, earning awards in sales letters 
on Casualty Insurance and trophies. 
Two awards went to Northwestern 
Mutual Fire Insurance Association, 
Seattle ; for sales letterheads and loss 
prevention educational material 
(Fire). 

The house organ of the Lumber- 
mens Mutual Casualty Company of 


Chicago won for it a first place 
among agency companies. Other 


companies taking one first prize were : 
Michigan Millers Mutual I*ire In 
surance Company, Lansing, folders 


‘of annual reports and financial state 


ments; Central Manufacturers Mu- 
tual Insurance Company, Van Wert, 
Ohio, magazine advertising of Fire 
Insurance ; Liberty \utual Insurance 





Company of Boston, magazine adver- 
tising of Casualty Insurance; West- 
ern Underwriters Mutual Insurance 
Company of Kansas City, Missouri, 
individual blotters, and Indiana T.um- 
bermens Mutual Insurance Com- 
pany, Indianapolis, individual pieces 
of direct mail advertising. 
ee @ @ 

Paul G. Parkinson, advertising 
manager, Hardware Mutual Casualty 
Company, Stevens Point, Wisconsin, 
was elected president of the con 
ference for 1935-36; Carl C. Crum 
mett, advertising manager, American 
Mutual Liability Company, Boston, 
Massachusetts was elected vice presi- 
dent; and Leonard K. Sharp, adver- 
tising manager, Mill Owners Mutual 
Fire Insurance Company, Des 
Moines, Iowa, was elected secretary 
and treasurer. 

At the meeting, the various com 
mittee chairmen were appointed for 
the ensuing year. N. C. Flanagin, 
manager, Business Extension Depart- 
ment, Lumbermens Mutual Casualty 
Company, Chicago, was named chair 
man of the Publicity Committee : 
Frank Davis, advertising manager, 
Utica Mutual Insurance Company, 
Utica, New York, will be in charge 
of the Program Committee; Paul 
Purmort, advertising manager, Cen- 
tral Manufacturers’ Mutual Insur- 
ance Company, Van Wert, Ohio, 
chairman of the Exhibits Committee : 
Fred W. Lahr, advertising manager, 
Indiana TLumbermens Mutual Fire 
Insurance Company, Indianapolis, 
Indiana, will have charge of Awards: 
Ron Wilson, advertising manager, 
Michigan Millers’ Mutual Fire In- 
surance Company, Lansing, Michi 
gan, will serve as chairman of the 
Membership Committee; and Wylie 
C. Sampson, sales manager, Employ- 
ers’ Mutuals, Wausau, Wisconsin, 
will have charge of Auditing. 

Carl S. Crummett, Fred W. Lahr, 
Frank M. Davis, Leonard K. Sharp, 
Paul G. Parkinson, and D. W. 
Sperry, advertising manager, Minne- 
sota Implement Mutual Fire Insur- 
ance Company, Owatonna, Minne- 
sota, were appointed members of the 
IXxecutive Committee. 


PASS THE SWATTER 
Sue—“This is an ideal spot fora picnic.” 
He—“It must be. Fifty million insects 

can’t be wrong.”—London Opinion. 


TRY DIAMONDBACK TERRAPIN 

He (in hotel dining-room)—‘“A scientist 
says that what we eat we become.” 

Sue (seizing the menu)—“Let’s order 
something rich.” 


Boston Transcript. 


DIGGING IN 
-“Hasn’t Harvey ever married?” 
“No, and I don't think he in- 
studying for a 


(London). 


PAM 

BERYL 
tends to, 
bachelor’s 


he’s 
Answers 


because 
degree.” 











HE Superintendent of Insur- 
ance does not make the rates. 
He is an appellate court. The 
rates are filed with him and it is his 
duty to see that they are both reason- 
able and adequate. It is as much his 
duty to see to it that the premiums 
are sufficient to keep companies sol- 
vent and safe as it is to protect the 
public against unjust or excessive 
charges. In all branches of insurance 
the rates are proposed by rating 
bureaus or committees which are the 
result of voluntary cooperative effort. 
Insurance was the first great industry 
to develop successfully what we pop- 
ularly know as the N. R. A. The best 
points in the N. R. A. had been 
worked out in insurance experience 
and practice long before the critical 
years we have just passed through. 
Under the provisions of the Insur- 
ance Law the Superintendent is re- 
quired to approve or review the pre- 
mium rates for most classes of in- 
surance other than marine. He is 
authorized to require not only that 
all premium rates, and rules bearing 
on rates, be submitted for filing but 
he is empowered to call for the filing 
of statistics in a classification ap- 
proved by him, in order that he may 
determine the propriety of the rates 
charged in the light of past exper- 


ience. The Superintendent may 
order an unfair discrimination re- 
moved whenever in his judgment 


such a condition exists and he is re- 


Carelessness of 


Drivers Has a Direct Effect on the Cost of 
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THE PUBLIC MAKES THE RATES 


An Address Delivered Before the Fire and Casualty 


Insurance Club of Binghamton, N. Y. 


By LEWIS H. PINK 


SUPERINTENDENT OF INSURANCE 
STATE OF NEW YORK 


quired to order an adjustment of 
rates whenever in his judgment they 
are such as to produce an inadequate, 
excessive or unreasonable profit. 

The capital and surplus funds of 
an insurer are not created solely to 
absorb normal and forseeable losses, 
but are a safeguard against unknown, 
unforseeable and catastrophe losses 
and must bear the brunt of unex- 
pected adverse trends. If company 
solvency is to be preserved and the 
carriers are to be kept in a position to 
meet their obligations under the con 
tracts they issue, experience and com- 
petent judgment must be employed 
to determine the necessary premium 
revenue. There is no room for un- 
wise, destructive, competition in the 
maintenance of insurance as a sound 
institution. 

While the companies through their 
rating agencies make the necessary 
studies to determine rates and_ file 
their conclusions with the depart- 
ment for ratification, in a very real 
sense the public actually makes the 
rates. Just as a man of good char 
acter possessing sound security can 
borrow money easier and more 
cheaply than one lacking character 
and resources, so insurance rates de 
pend upon the nature, character and 
location of the risk. The public can 
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at its will lower or raise fire pre 
miums, automobile premiums, bur 
glary premiums, and practically all 
other forms of insurance by decreas- 
ing or increasing the hazard. The 
companies ascertain the hazards 
the community and the trade or bus- 
iness create and subject to depart 
ment supervision, charge accordingly. 
The rate maker like the historian 
depends upon the past for his ma 
terial and endeavors to project past 
events into future probabilities. 


Automobile Insurance 


UTOMOBILE liability insur 

ance may serve as an illustration 
of a line of insurance which has re 
ceived close attention with reason 
ably satisfactory results. The claim 
frequently among policyholders for 
some years past has shown an in 
crease. The private passenger cars 
which in 1928 had 6.8 claims involv 
ing bodily injury, per hundred cars, 
showed an increase in this frequency 
to 7.4, per hundred cars, in 1932. The 
1933 policy year statistics for New 
York State have not yet been com 
pletely tabulated but they indicate 
an even higher frequency. These 
figures are based on more than half 
a million insured automobiles in this 
state. The loss ratio for the five 
vears ending with policy year 1933 
is indicated as 54%, compared with 
an objective of 55.4%, but in none of 
these years was the loss ratio more 
than 2.6% in excess of 4.4% 
than the permissible. The 


less 


rate 
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makers have been relatively success- 
ful in achieving the results sought in 
the establishment of insurance pre- 
miums for this class of coverage. 
From the base of broad experience 
adopted for the industry as a whole 
the rate maker must attempt to dif- 
ferentiate between digerent territories 
and different types of vehicles. It 
would not be fair to charge the auto- 
mobile owner in Broome County or 
St. Lawrence County the same as in 
Albany or New York City, for the 


hazards and risks of the business 
vary greatly. 
In recent years the number of 


claims under public liability policies 


has averaged approximately 7% 
claims for each 100 cars insured 
throughout the state. Yet in New 


York City, excluding Eastern Queens 
and Staten Island which are suburban 
in character, the average number of 
claims is upwards of 17. Albany, 
Troy and Syracuse come next to 
New York with a frequency close to 
9. The rural counties of the state 
show a claim frequency of 4. 
Broome County, excluding Bingham- 
ton, produces the same low ratio of 
claims as the other rural counties and 
in the City of Binghamton it is only 
5. 

An interesting fact is that while 
New York City has by far the largest 
number of claims the average claim 
is only $300 contrasted with a state- 
wide average of $350. This may be 
due to the fact that the city lawyers 
are more numerous and far more 
claim minded. 


ee °@ 
ARS of different size, weight and 
power commonly produce differ- 


ent accident frequencies and_ loss 
costs. In most territories the small 
car is the least expensive to insure, 
the medium size car next in cost and 
the large car most expensive. For 
the five years ending with 1933 


the claim frequencies in New York 
State were 6.4, 7.2 and 9.4, per 
hundred cars, for the small, medium 
and large cars respectively. Where 
these variations in cost exist it is but 
natural that premiums must vary 
from the average state-wide indica- 
tion. 

Why it is that large cars create 
more litigation than small ones is an 
interesting speculation. Is it because 
the large cars are heavier and more 
powerful and do more damage when 
there is a collision? Is it the fact 
that the large car is more apt to be 
driven by a chauffeur who despite 
superior skill takes greater chances 
than an owner? Is it because the 
owner of a large car is thought to be 
wealthier and more responsible than 
the owner of a Ford? 
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Trailers are thought by many to be 
a nuisance on the road. They proved 
to be a poor risk for the insurance 
companies. The loss ratio over a five 
year period proved so high that the 
rates had to be substantially in- 
creased. 

The commercial car is not only 
more hazardous and expensive to in- 
sure than a passenger car but there is 
greater variation between the city and 
county areas. The cost of insuring 
a passenger car in New York City 
is only about three times as much as 
in the rural counties but it costs ap- 
proximately six times as much to in- 
sure a commercial car in the city. 

High premiums do not necessarily 
mean high profits. Taxicab pre- 
miums are ruinously high; they are a 
serious hardship to the business and 
contribute to the disorganization of 
that industry. But the risk is so 
hazardous that few responsible com- 
panies will accept the business. The 
mortality of companies specializing in 
this field has been exceeded only by 
that of the mortgage companies. The 
entire taxicab industry, especially in 
our large cities, is in deplorable con- 
dition, the insurance part of it not 
excepted. If the insurance world 
makes no effort to make the business 
stable, it may be that resort to a state 
fund will be necessary. I have here- 
tofore said that state insurance is 
‘a doubtful road to safety and one 
to be travelled with caution.” I re- 
peat it here. It is with great reluc- 
tance that I would travel it, if at all. 
But taxicabs have become an integral 
part of public transportation and 
those injured must receive adequate 
protection. The state cannot honor- 
ably give them less. 


ee ®@ 
Fire Rates, 


HE laws of New York and of 

many other states call for a cor- 
porate separation between companies 
engaging in the business of fire and 
marine insurance. The great bulk of 
the business transacted by this second 
type of company is that of fire insur- 
ance. In the rating of fire insurance 
the principles are not identical with 
those followed in the casualty field 
although there may be said to be a 
family resemblance. 

Most rates for fire insurance orig- 
inate with a basic charge recognizing 
conditions of the community in which 
the property is located, such as ade- 
quacy and efficiency of fire depart- 


-ments, water supply, fire protective 


laws. Of next importance are the 
susceptibility to fire of the property 
insured. Local protection such as 
sprinklers, fire alarms, watchmen, ex 
tinguishers, and defects in construc- 





tion and maintenance result in 
charges or credits. Insurance men 
know that there is a great difference 
between the cost of fire insurance on 
frame and fireproof risks yet in spite 
of it insurance on fireproof business 
has been highly profitable whereas 
on frame properties the business has 
been unprofitable and rates already 
high had to be increased. In New 
York State during the five years end- 
ing with December 31, 1932, frame 
risks developed a loss ratio of 56% 
contrasted with a ratio of 32% on 
fireproof risks. 

Our fire business is today unusually 
profitable. For some reason, possibly 
the higher standards of construction 
and the increased efficiency of gov- 
ernmental agencies such as the fire 
and police, fire losses have materially 
decreased in the past few years. 
There is a demand for a reduction in 
premiums. It is not generally realized 
that due to the study of the situation 
by the head of. the department’s rat- 
ing bureau, J. J. Magrath, a man of 
experience and unusual ability, whose 
work is known among insurance men 
in many parts of the country, and 
by the rating organization of the fire 
companies rate reductions have been 
accomplished and are now in process 
which will save the people of the 
state about $2,000,000 a year in pre- 
miums. It is significant that this very 
substantial saving has been made 
despite an increase of about $600,000 
which experience proved necessary in 
frame construction, farm dwellings, 
mercantile contents, and other un- 
profitable lines. These savings have 
been largely made in fireproof risks 
and in areas where fire protection 
has materially improved. Within the 
past few days the rating organization 
has announced the withdrawal of an 
additional charge which was made on 
furniture and contents in the con- 
gested areas of New York City. 


N 1933 it was found that the loss 

ratio on farm properties was in 
excess of 100% for the preceding five 
years. This obviously called for an 
increase in rates although the com- 
panies and the department agreed 
that it would probably be impossible 
to effect a sufficient increase in rates 
to make this business profitable. The 
problem of fire insurance on farm 
properties is one which can be solved 
through education toward fire pre- 
vention the elimination of hazardous 
conditions and the prevention of 
over-insurance which acts as a 
temptation to arson. These are re- 


ceiving attention by the Farm Com- 
mittee of the Rating Organization. 
serious problem in that 
(Continued on Page 23) 
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“BUNK OF THE MONTH” 

















an grows mellower as the season advances and there may 
culty in keeping it in storage until needed for this department. 
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But 


we are taking a chance and holding out several pippins for next month to make 
room in this issue for comments on a certain editorial, and an equally interesting 


Supreme Court decision. 




















Another Insurance Editor 
Runs Amuck 


‘L omaa a constitutional stroll 
down the journalistic street on 
a fine Indian Summer evening, 
we were startled to hear hysterical 
shrieks and mutterings issuing from 
beneath the scareheads of the West- 

Underwriter. Hurrying closer to 
the spot we discovered the source, if 
not the cause, of the caterwauling. 
The editor (we suppose it was the 
editor) was in a sad state, apparently 
in the throes of a strange fever. The 
dissonant sounds were identified as 
the language of the gutter, pitched in 
a tone of delirium. Knowing that 
any offer of direct aid would be re- 
jected, we made the poor fellow as 
comfortable as possible and turned 
to the Ediphone to dictate this report 
of the case, not neglecting to admin- 
ister a few pure cold facts about r:u- 
tual insurance which might be used 
to soothe the fevered brow. 


Before he broke under the strain 
the patient must have been consider- 
ing the recent victory of the County 
Mutuals in the highest legal tribunal 
of his state, since he kept mentioning 
the California Supreme Court as a 
bogie which had engulfed and 
smothered the cause of right and jus- 
tice—ending up with the wail: 

“This decision is a sample of what our 
courts are coming to.” 

Never mind, Mr. W. U. editor, it 
may seem so in your present state, 
but the courts of justice are not fall- 
ing apart. If you can distinguish 
by this time light from dark, you will 
discover that the highest courts have 
been ruling for the mutuals in this 
matter for a long time and there is 
little or nothing new in the situation. 
All the furore was just a device of 
the stocks, who dressed up the old 
spinach in new legal trimmings, and 
eagerly hoped that someone would 
take it for something to eat. The 
courts are all right, and particularly 
can this be said of the California 
Supreme Court at this juncture since, 
in defiance of the rumor that dire 
things might be done to them at elec- 
tion time, they disregarded the warn- 





ing and even went so far as to dis- 
agree with the Attorney General’s 
office. This may have been akin to 
lese majesty, but it must be remem- 
bered that, after all, a Supreme Court 
does have work to perform and does 
have some rights. At any rate, the 
decision of the court was unanimous, 
and what could be more emphatic 
than that? 
eee 


ier yourself again, Mr. W. U. 
editor, surely your temperature 
will go down when you remember 
that assessment liability in connec- 
tion with mutual insurance policies 
has scarcely, if ever been known to 
operate in the course of ordinary 
business and the vision of everyone 
losing his house by assessment instead 
of by fire is just a mental image like 
pink elephants. You are familiar 
with the latter, of course. The addi- 
tional assessment plan is simply a 
second line of defense used by ad- 
vance premium companies which the 
stock variety of coverage does not 
have. When used it means that a 
conflagration that would ordinarily 
wipe out a stock company would 
leave a mutual still going. Even in 
the worst of the depression years 
few, if any, mutuals were called upon 
to avail themselves of this assessment 
privilege and certainly none of them 
went beyond the limit stated in the 
policy, since such a thing is legally 
impossible. It should be noted that 
during the same period many stock 
companies went out of business by 
force of circumstances. The mutuals 
with whom the general public deals 
limit their contingent liability to only 
once the stated premium, or have no 
assessment liability at all. In fact 
none of the prominent mutuals have 
ever levied an assessment. And, as 
to the county mutuals it is unthink- 
able, on their past record, that any of 
them would ever assess the five times 
that so disturbs the stock editor’s 
dreams. Even a one time assessment 
would be so remote a contingency as 
to be negligible. 
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ISINTERPRETATIONS of 
mutual insurance may have re- 

sulted naturally from having been 
stock-fed from early youth up, but 
there is no excuse, except mental 
aberration, for the following para- 
graph from the Western Underwriter 
article, which we are constrained to 
say approaches the ultimate in scarlet 
stupidity. 

“The virtue of an assessment mutual 
concern lies in its ability to soak its mem- 
bers in an emergency for the required 
sums due to members regardless of restric- 
tions or the placing of limitations on its 
purchasing power. To hamper that power 
is putting it in the class of the streetwalker 
who rates as an almost—nearly—virtuous 
woman, but not quite pure enough, if in- 
deed, altogether sanitary ?” 

Abnormal blood pressure and in- 
cipient apoplexy may result in such 
reactions. Lut we must remind the 
W. U. writer that acquaintance with 
certain forms of low life may qualify 
a person for inaccurate use of intem- 
perate language, but does not aid him 
in judging types of insurance com- 
panies. 

There, there! Here we find our- 
selves blaming someone because per- 
haps an uncontrollable impulse kas 
unseated his reason for the moment. 
When he recovers he is probably in 
for enough trouble from his proprie- 
tors, who will doubtless call on him 
for an explanation of the heel marks 
in their own shins. Or do they ac- 
cept the responsibility of permitting 
at large one who becomes so far un- 
balanced as to designate limited’ li- 


ability mutuals as “streetwalkers,” 
dub another kind of carrier a “her- 
maphrodite” and refer to a highly 


respected buyer of quantities of both 


stock and mutual coverage as an 
ass? 
eee 
KILL, it is great fun to be in 
the insurance business, espe- 


cially on the mutual side, where one 
may have a clear view of the stock 
company Punch-and Judy show, with 
its bizzare performances of puppets 
and other stuffed shirts dangling on 
easily discerned but terribly confused 
strings of absurd stock company pre- 
sumptions. The joke, however, is 
not on the audience, since the public 
is more and more inclined to laugh 
at the performance instead of with it 
and look for the nearest exit. If a 
mutual solicitor happens to be out- 
side the exit, whose fault is it? May- 
be just such a vision is what gave 
the W. U. editor the jitters. That 
is indeed why we extended our 
sympathetic hand; and we hope our 
kindly ministrations have served, as 
much as may be, to disperse the 


nightmare within him. 
(More “Bunk of the Month” on Next Page) 
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California Supreme Court 
Denies Petition of Stocks for 
Rehearing of School Case 


R. NAPOLEON BONA- 
M PARTE came back from 

Iba after his first compre- 
hensive defeat, to stick out his chin 
again—and got at Waterloo what he 
asked for. This history, has in a 
measure, repeated itself in the after- 
math of the recent Supreme Court 
decision in the State of California, 
upholding the constitutionality of a 
statute giving the school trustees the 
right to insure public property in cer- 
tain mutual companies. Prominent 
stock company officials and attorneys, 
after the high court made its pro- 
nouncement, proceeded to run around 
in circles and refused to believe that 
the stock company argument in this 
matter could no longer be regarded 
as a sacred cow in the Golden State 
of the West Coast. Aghast at the 
effrontery of a Supreme Court daring 
to go contrary to the stock company 
promulgation of what Mr. Frank L. 
(juerena said was the law, they put 
their heads together and _ finally 
evolved a petition for a rehearing. 
The preamble to this document says 
that there is presented “not mere re- 
argument but an analysis of the de- 
cision revealing conclusions and rea- 
sonings which this court, we earnestly 
feel, will not permit to stand as the 
law of this state.” 

The petition is a product of much 
labor to make any kind of a logical 
showing why it should have been pre- 
pared at all. In effect it tries to strike 
out in new paths to maintain that a 
mutual policyholder is in reality a 
stockholder in the mutual company. 
This line of argument has never even 
made a first down in any State of the 
(Union where a high court was the 
referee. Parading it before the 
Number One tribunal in California 
was merely dragging an exhumed 
legal fiction before the Justices, who 
promptly recognized it, of course, for 
what it was—something that the “cat 
brought in.” 

eee 


T is well recognized that there are 

two types of corporations—first 
the stock, or profit, corporation, and 
second, the non-stock membership 
or non-profit corporation. The mu- 
tual company belongs to the latter 
class and its policyholders are mem 
bers and not stockholders. Therefore, 
the statute, cited in this case, does not 
apply since the law reads; “the state 


shall not subscribe to or be interested” 


in the stock of any company, asso- 
ciation or corporation.” When a mu- 
tual company has no capital stock to 
hold, can a member possibly be a 


JoURNAL OF AMERICAN INSURANCE 


stockholder? The answer is so pat- 
ent that no one who has ever made a 
practical study of insurance ever 
seriously gives the matter more than 
a passing thought. Yet Mr. Guerena 
brings up the point—but the Supreme 
Court of California said ‘No.” 

As a side light on this contention 
of Mr. Guerena it is interesting to 
note that he and his associates, for 
their own purposes, at other times, 
have argued that a mutual member 
assumes the relationship of a partner. 
The straight fact about this whole 
matter is that the mutual policy- 
holder’s relationship to his company 
is as a member of a corporation and 
no amount of wishful thinking on the 
part of disgruntled competitors can 
make it anything else. Neither on 
any theory does a mutual policy- 
holder go into the insurance business 
and deal with other policyholders but 
leaves the underwriting and manage- 
ment in general to the company 
officials, who conduct the insurance 
affairs of the company for the benefit 
of all. The interest of the individual 
policyholder is merged with that of 
hundreds and thousands of others 
who occupy the same relative posi- 
tion. 

It is odd that the stock companies 
seem to think that there is some vir- 
tue in rehashing arguments which 
were already rehash in the first place. 
In this category comes the contention 
that a State is lending its credit when 
it allows public property to be insured 
in a mutual company. In no court 
of last resort has this far-fetched idea 
been accepted as law. In fact, the 
prevailing decisions have been to the 
absolute contrary, the representative 
opinion being, as expressed in Down- 
ing v. School Dist. of the City of 
Erie, Pa., thus: 

“Taking of insurance in a mutual com- 
pany with limited liability is not within the 
inhibition, for the district does not become 
strictly a stockholder, nor is it loaning its 
credit. It agrees to pay a fixed sum, and 
can be called upon for the total only in 
case of some unusual catastrophe causing 
great loss. Until this contingency arises it 
is required to advance but a small portion 
of the maximum, and is, in effect, loaned 
credit as to a possible future demand by 
the company for the balance which may 
become payable. By the terms of the 
policy the district did not assume respon- 
sibility for losses of others insured, except 
as to a named and limited amount.” 

When an overwhelming prepon- 
derance of the best legal opinion in 
the United States is in agreement on 
this matter, can the stock companies’ 
propensity to continually drag the 
question into court be interpreted as 
other than a desire to obstruct prog- 
ress for selfish ends? Yet Mr. 
Guerena brings up this point—but 
the Supreme Court of the State of 
California said No.” 





T is certainly going far afield for 

the stock petitioner to reveal his 
desperation by making the crude 
statement : 

“In other words, the so-called assess- 
ment limitation applies to each said loss, 
and that for each said loss, whatever the 
number occurring during the life of a 
policy, the policyholder is subject to its 
charge in an amount equal to five times 
the amount of the premium stated in the 
policy.” 

In the first place, the language of 
the statute is that ‘“‘no assessment or 
assessments can be levied upon any 
policy in excess of five times the 
amount of the premium named there- 
in.” The word “‘assessments” removes 
the matter from the realm of con- 
troversy. The incident suggests the 
admonition that competent counsel 
should not take up the valuable time 
of the Supreme Court with conten- 
tions so palpably based on loose read- 
ing of the present law. Yet Mr. 
Guerena brings up the point—but the 
Supreme Court of the State of Cal- 
ifornia says “No.” 

In somewhat like manner the peti- 
tioner reaches into the realm of meta- 
physics to say: 

“Membership therefore, also means that 
any and all charges imposed upon a mem- 
ber by the by-laws of the corporation rep- 
resent a monetary liability definite in point 
of existence, but indefinite and varying in 
amount. That percentage of estimated 
costs, that obligation for charges fixed by 
the by-laws and that requirement of Sec- 
tion 8 to the effect that the member must 
pay his pro rata share of the necessary ex- 
penses of the company, represent a total 
liability exclusive of the assessment li- 
ability for fire losses.” 

Well, what of it? The statute in 
this reference reads: “Losses and ex- 
penses.”” Which wording must mean 
to lawyer and layman alike a com- 
prehensive inclusion of every liability 
growing out of the conduct of the 
company. The same limitation of 
policyholder liability applies here and 
the fiction suggested by the stock 
companies in this respect is merely 
asking the court to struggle with a 
shadow. Yet Mr. Guerena brings 
up the point—but the Supreme Court 
of the State of California says “No.” 


LTHOUGH from the legal 

standpoint the controversy is 
thus ended, we presume the stock 
companies will follow the same tac- 
tics which have often been character- 
istic of their procedure in similar 
situations. Whether by accident or 
design, perhaps they will in their 
literature and in their verbal solicita- 
tion, ignore what the Supreme Court 
has said, and hold up their same old 
moth-eaten arguments as the law of 
the State and of the land. It was 


commonly reported that the stocks 
(Continued on Page 26) 











Grain Dealers Elect 
Fitzgerald President 


AT A MEETING OF THE MEMBERS OF 
GRAIN DEALERS NATIONAL MUTUAL 
lire Insurance Company, Indian- 
apolis, Ind., Mr.-J. J. litzgerald was 
elected President of the Company, 
succeeding Mr. Charles S. Clark of 
Chicago, who becomes Chairman of 
the Board. 

Mr. Fitzgerald came to the Com 
pany at organization in 1902 and has 
held successively every elective and 
appointive position in the company. 
He continues as the executive officer 
of the organization, which has grown 
steadily from the day it was estab- 
lished as a small class mutual. 

Mr. C. R. McCotter, Manager of 
the Western Department was elected 
First Vice-President; Mr. Gage \le 


Cotter was elected Secretary, and Mr. 
I’, A. Brier was elected Treasurer. 
ee @ @ 


Millers’ of Alton Enlarge 
Home Office 


A THRONG OF MORE THAN 1500 
PEOPLE WERE GUESTS OF THE 
Millers’ Mutual lire Insurance Asso- 
ciation at Alton, Ill., on October 29th 


at the opening of the company’s 
recently completed addition which 


practically doubled the floor space 
of their home office building. The 
occasion was not only a “house- 
warming” but served as a celebration 
of the fifty-eighth anniversary of the 
founding of the institution and of its 
continued growth to a point where 
an enlargement of its office facilities 
became imperative. 

Visitors received souvenirs, which 
included miniature sewing kits for 
the ladies, and match blocks for the 
men. Souvenir booklets were pre- 
sented giving the history of Millers’ 
Mutual from its foundation by Capt. 
D. R. Sparks of Alton and 13 other 
Millers of Illinois and Missouri who 
retained Dr. A. R. McKinney, father 
of the present secretary, as manager 
of the insurance enterprise. An- 
other memento was a policy form 
hearing a personal greeting from G. 
A. McKinney, secretary. This, on 
the reverse side, carried pictures of 
the five office structures successively 
occupied by the Association since 
1877 with an aerial view of the newly 
enlarged office structure. 

Officers whose names appeared on 
the “greeting policies” in addition to 
Secretary McKinney, are H. B. 
Sparks, president ; George S. Milnor, 
first vice-president; \W. TH. Schlueter, 
second vice-president; J. W. Buck 
ingham, treasurer; J. H. Gissal, as 
sistant treasurer; C. D. Kellenberger, 
assistant secretary; and B. C. Vine, 
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assistant secretary. 
the official family 
house-warming 
Marissa, A. IF. 
Douglas, and R. 
louis. 


The Public Makes the Rates 


(Continued from Page 20) 


Among others in 
present at the 
were E. Meek of 
Prange of New 
\V. Bugber of St. 


connection is the expense involved in 
the elimination of hazardous condi- 
tions. Inspections by the companies 
are expensive because of the scattered 
locations of the properties and the re- 
moval of hazardous conditions is 
sometimes more costly than the far- 
mer can afford The local farm 
mutuals are doing a useful work in 
this field. They are confined to a 
small territory and the farmers in 
the neighborhood are _ personally 
known to the members. They are 
able to make intelligent selection of 
risks and to judge the character of the 
applicant, where the large company 
would have to depend on the law of 
averages. 

Similarly, residence property in un- 
protected territories showed a loss 
ratio of 63% which was in excess of 
the normal expected ratio. The rates 
on farm property were increased ap 
proximately 19% and the rates on 
unprotected dwellings about 8%. 

Apartment houses, garages, 
theatres, schools, churches, and public 
buildings have enjoyed substantial re- 
ductions in fire insurance rates during 
the past few years. These reductions 
have been won by the improved ex- 
perience. It is estimated that the 
saving on apartment houses which 
will result from the revision made in 
1931, will be approximately $350,000 
per annum. Garages should save ap- 
proximately $600,000 a year. 

If the present low loss ratio con- 
tinues further reductions will be 
made. But it must be remembered 
that rates cannot properly be based 
on the experience of a few excep 
tional years. The law wisely re 
quires that the Superintendent order 
an adjustment of fire rates when the 
profit derived is excessive for a pe- 
riod of not less than five years. 

While the studies should continue 
and rates should be revised from time 
to time as experience dictates, there 
is no ground for further immediate 
and drastic reduction at this time. 

The picture of the fire companies 
gloating over their sudden wealth is 
hardly a correct one. The fire com- 


panies are as much concerned as any 
one over their recent prosperity. They 
realize that they are engaged in a 
public business and the profits while 
steady and secure must be reason- 
They know that if this pros- 


able. 
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perity continues, rates must come 


down. They are fearful that it will 
not last and that there will be an 
agitation for rate reduction based 


upon the recent decrease in losses and 
not justified over a long period of 
time. 

It is for this reason that we must 
go slowly and carefully in making 
further reductions of rates. We must 
first ascertain from experience over 
a period of years that the recent low 
ratios will probably continue. 
ratios in this state for a ten 
year period from 1922 to 1932 have 
varied anywhere from 41.72 to 64.35. 
We must also take into consideration 
the fact that while some branches of 
the business have been carried on 
with a profit others are conducted 
either with no profit or at a loss. 

It is difficult to charge farm build 
ings an adequate rate because it 
would be ruinous. It is difficult to 
assess buildings in unprotected areas 
where there is no adequate fire pro- 
tection the amount that they should 
proportionately pay.* While the 
ideal is to make each branch of the 
industry self-sustaining and give it 
the benefit of its savings, there are 
general expenses and 
which must be spread over the entire 
industry. 


loss 


Loss 


costs, losses 


Then too there is the question of 
unusual hazard. We never know 
when some great calamity will occur 
which will cost the companies dearly. 
Surpluses must be built up and made 
adequate to meet any contingency 
which may arise. It is for the benefit 
not only of the companies but of the 
assureds that this be done. Insur 
ance must guard against “unknown, 
unforseen and unpredictable contin 
gencies” as well as against dangers 
and losses which 
measureable. 


are known and 





*EprrorrAL Notre: Superintendent Pink 
presumably is here referring to stock com 
pany procedure. The mutual farm fire 
companies, of course, have covered farm 
property for a century and more with suc 
cessful results. 











The Journal of American In- 
surance will bring you authorita- 
tive articles on a variety of 
subjects every month . . . news, 
educational topics and general 
comment. Subscription $2.50 per 
| year, address 230 No. Michigan 
Ave., Chicago, Ill. 


= 




















24—-November, 1935 


Health Insurance 

(Continued from Page 15) 
vate voluntary group prepayment 
medical care plans will show up the 
strong and the weak points of the 
insurance method. 

e 6 ® 
Possible Patterns for Public 
Health Insurance 


HE threat of public insurance 

has had the effect of stimulating 
a really widespread interest in volun- 
tary provision of prepaid group medi- 
cal service. Present interest in the 
subject is distinctive in that for the 
first time the white-collar man 1s par- 
ticipating. The middle-class profes- 
sional and small enterpriser have been 
grumbling a long time about the high 
cost of medical and hospital service. 
‘The poor man gets what he needs for 
nothing, the rich man pays for what 
he gets with ease ; for the white-collar 
man a hospital-surgical bill is a minor 
calamity. Now for the first time he 
sees some hope of medical service on 
an average uniform and calculable 
basis which can be budgeted like any 
other expense. Voluntary insurance 
of illness languished in this country 
as long as it consisted principally of 
group disability provided free, or 
partly free, for the employees of par- 
ticular businesses. The movement 
had no sting. In time we shall see, 
I believe, that the hardest impetus to 
public insurance in this country will 
come not from the people we or- 
dinarily think of as its beneficiaries, 
but from this other group, sick and 
tired of their status in the present 
medical-hospital set-up. It would be 
easy to exaggerate the possibilities of 
these private plans. The experience 
of the entire world is that purely 
voluntary plans are never enough. 
(The so-called voluntary plan of the 
Danes rests firmly on a social con- 
sciousness, that we have not, and on 
a state subsidy averaging one-third 
of the cost, and is in fact being rapid- 
ly converted to compulsory insur- 
ance.) American voluntary expe- 
rience, however, will provide some 
precedents for a wider plan and when 
we get public insurance the best vol- 
untary schemes will either be ex- 
empted or incorporated into the pub- 
lic system. 

The situation of voluntary health 
insurance is so changeable and so 
complex, and our experience gen- 
erally so short, that only general 
trends are useful for discussion in 
an article of this scope. The follow- 
ing summary moreover leaves out all 
voluntary efforts at providing im- 
proved medical care not on a pre- 
payment group-payment basis. For 
example, reduced rate hospitalization, 
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medical society sliding scales based 
on proof of need, installment medical 
payments and most private group 
clinic plans. Even the schemes we 
describe are insurance by courtesy 
only until they prove they are safe 
as well as prearranged and prepaid. 
Only time will tell about that. In 
the meantime we can test out their 
other possibilities. 

Prepayment group-payment con- 
tractual schemes for medical and 
similar care may be grouped under 
four heads depending on their spon- 
sorship and management. They may 
be under doctors, under doctors and 
clients, under clients alone and under 
business men. Illustrative of the first 
type is the group hospitalization plan 
spreading rapidly through the coun- 
try and the only variety of health “in- 
surance” that has yet received ap- 
proval by the American Medical As- 
sociation. Because of its simplicity 
as far as it goes it will do well 
enough. But the defect of this vir- 
tue is that it goes such a very short 
way toward adequate medical care. 
It is high-cost-illness insurance only 
and usually not completely that. The 
financial risk is so limited that it is 
not essential for professional men to 
have the advice or management of 
business executives. Similar in plan 
and possibilities is the medical pre- 
payment plan of certain county medi- 
cal societies. It is interesting to note 
that even under what may be con- 
sidered as doctor-only auspices there 
is a greater or smaller degree of non- 
professional co-operation or control, 
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SEALED! 

The girl of the 1860's never heard 
of Christmas Seals. But she knew 
about “‘consumption.’’ Tubercu- 
losis still takes fifty per cent more 
girls than boys between 15 and 24. 
To help protect our modern girls 
against this disease the Christmas 
Seal must continue its program of 
education and prevention. 


BUY 
CHRISTMAS 
SEALS 


The National, State andLocal 
Tuberculosis Associations 
of the United States 


























exercised directly in the medical so- 
ciety plan and indirectly through the 
hospital board of directors. In the 
second case the financial risk, how- 
ever, remains entirely with the doc- 
tors. 

More squarely under the joint aus- 
pices of doctors and lay clients is 
the prepayment plan of a few group 
clinics. (Most group clinics provide 
only co-operative medical facilities.) 
This includes the characteristics of 
co-operative practice, common facil- 
ities, very complete medical service, 
wide choice of physician, pooled in- 
come and hired business management. 
The chief results have been a rounded 
medical service at a cost so low as to 
arouse the enmity of individual 
physicians. Overhead in some clinics 
is reduced by as much as one-half. 
On the other hand there is some ten- 
dency to decrease the closeness of the 
doctor-client relationship and some- 
times group economies are not all 
passed on to the clients. There is no 
hospital service. There is some temp- 
tation (hardly in the clinics accused 
of charging too much) to compete on 
price. The financial risk is on the 
professional man. On balance where 
the population is large enough and 
compact enough the prepayment clinic 
deserves further trial. Its most hope- 
ful contribution to our health prob- 
lem is the proof it gives that the 
doctor can work with the layman. 
Most prepayment clinics are -started 
at the suggestion of employee groups 
and, while control of service stand- 
ards is left to the doctors, determina- 
tion of broad policy is the function 
of doctors and laymen together. On 
some such basis must rest any sound 
health insurance system, public or 
private. 

The client dominates another very 
important class of group prepaid 
medical care arrangements. This in- 
cludes the “company doctor” pro- 
vided by corporations for industrial 
and non-industrial injuries, the work- 
ers’ mutual benefit association of the 
unions, fraternal and other types, the 
joint medical service scheme sup- 
ported by men and management and 
university group medical service. By 
all odds the largest numerically of 
prepayment plans, as a class they have 
possibilities both of great good and 
great weakness. Their lay control 
too often extends to the all-important 
matter of the standards of medical 
care. In some of the profit motive 
intervenes between the patient and 
the doctor. Some provide only cash 
benefits, some are extremely limited 
in coverage. But the way in which 
this country is spread out and our 
population scattered the time will 
perhaps never come when we can 











eliminate the conipany doctor of iso- 
lated mining and lumber towns. 
There is sure also to be a strong 
movement to exempt establishment or 
industry schemes. The best of these 
are admirable because of the high 
quality of their sponsorship, not be- 
cause of the advantages of the plan 
as such. Their strong point is that 
they relieve the medical profession 
from all financial risk. The majority 
will need a drastic overhauling before 
they will be useful parts of a health 
insurance system. 

Finally there ate the plans run 
as business operations. The oldest 
of these is commercial accident and 
health insurance sold either to indi- 
viduals or to groups. The advantage 
of commercial insurance is its finan- 
cial superiority, its disadvantages are 
its usual restriction to cash benefits 
and (particularly on individual poli- 
cies) its cost. The medical benefit 
corporation, a new development, has 
a short and not a savory repute. In 
California where it is most common 
it evades insurance and other con- 
trol, many companies have failed, 
costs are high and the main idea of 
the lay management is generally to 
make profits. Doctors need look no 
further for an example of the folly 
of letting laymen who are also busi- 
ness men act as the arbiters of pro- 
fessional medical standards. It seems 
inevitable that when and as we come 
to public health insurance we must 
follow British precedent and eliminate 
the profit motive from its underwrit- 
ing and administration. 

These voluntary private prepay- 
ment plans provide a_ variegated 
series of springboards from which we 
may jump into public insurance. It 
is not likely that their impetus will 
leave us in midair. This impetus, 
strengthened by the vital decision of 
the doctors to accept, during depres- 
sion, wholesale rates for medical re- 
lief, in time seems destined to land 
us, gracefully we hope, awkwardly it 
may be, into some system of public 
insurance. 

ee @ ® 


Outlines Of An American 
Insurance Plan 


EALTH insurance is the oldest 

of the social insurance family 
so that even more than for its fellows 
we may be accused of imitating the 
Europeans. Basically the accusation 
is true. But the time has passed when 
the mere statement that a thing is 
European will irrevocably damn it. 
Some problems are universal. De- 
tails, some very important, must be 
varied to fit our case but the ma- 
terials of the insurance plan will be 
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the experience of those who have 
faced a basically similar problem. 

This skeleton then of an American 
health insurance system is not so 
much prophecy as precedent. Mem- 
bership will be compulsory up to 65, 
the pension age, prebably for all en- 
terprisers, professionals and wage- 
and-salary people enjoying family in- 
comes of less than $2500 or $3000. 
(The higher the income line the more 
nearly self-supporting the plan.) For 
practical reasons there will have to 
be exemptions to this basic member- 
ship because of the administrative 
difficulties of collecting premiums, 
paying benefits and giving care to per- 
sons in isolated places and to em- 
ployees not under continuous wage 
contract. (Even so there will have 
to be special arrangements for busi- 
ness and professional enterprisers. ) 
Whether to allow exemptions to vol- 
untary plans will be one of our most 
difficult decisions. Insurance com- 
panies will naturally resist. The same 
managements will object which ob- 
jected to elimination of their private 
old age pension schemes. (It is sig- 
nificant for private health plan that 
the unemployment insurance section 
of the Roosevelt program permits es- 
tablishment of unemployment funds 
and that there is a gentlemen’s agree- 
ment in Congress to keep open the 
question of exempting private pen- 
sions.) The British scheme is large- 
ly self-administered by mutual so- 
cieties, financially independent, al- 
though with government custody of 
their funds. The danger will be 
rather that our exemption rules will 
be too liberal than too strict. There 
may be opportunity for voluntary 
purchase of public insurance but here 
insurance company opposition may be 
counted to be its strongest. It is 
hardly likely that the amount of such 
voluntary insurance would be great 
anyway. (Voluntary public old age 
annuities are omitted from the Roose 
velt program. ) 

It is possible as we have seen that 
the health insurance system could be 
put, particularly at the beginning, on 
a 100 per cent self-sustaining basis. 
Depending on the scope of the bene- 
fits service can be made actually 
cheaper for the average family than 
it is today. Most likely we shall start 
on this sustaining basis, leaving to 
the federal government allotment of 
subsidies to states or exempted pri- 
vate plans approved by the Social 
Security Board. The federal gov- 
ernment is now committeed to an an- 
nual appropriation of eight millions 
for public health, and a health insur- 
ance subsidy 1s logically an extension 
of its interest in illness prevention. 
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The size of the subsidy and its effec- 
tiveness remain very much in the fu- 
ture. If the pooling principle of the 
federal compulsory old age annuity 
plan is upheld by the Supreme Court 
the federal health insurance subsidy 
under a national law may be made 
large or small, independent of any 
consideration except the amount of 
help to be given. It will be relatively 
small. If we must again, as in secur- 
ing old age assistance, resort to a 50- 
50 subsidy of state plans the cost for 
the federal government would be 
much greater and for the insured 
members much less. The federal 
conditions for subsidy should be civil 
service administration by the states, a 
minimum benefit schedule, a mini- 
mum public health program and 
maintenance of all funds in cash. 
(By the last it will be safe for state 
officials to retain custody, a point cal- 
culated to soften state opposition to 
health insurance.) In any event the 
proportion of family income charged 
for health insurance should not be 
flat but graded down with income. 
(The possible deficiency produced by 
this method suggests another reason 
for federal appropriation: these low- 
est income groups are the first bene- 
ficiaries of medical relief.) It will 
be wise to start with a total average 
cost of not more than 2 or 2% per 
cent of family income. Completest 
coverage including cash benefit and 
administration cost (see next para- 
graph) is estimated will cost 6 per 
cent but leaving out cash benefit and 
providing, at first, only practitioner 
and hospital care the average cost to 
the insured could be kept at not more 
than 2% per cent. (These 2 services 
require about one-half of our total 
medical expenditures of 41% per cent. 
Cash benefits at the schedule below 
will cost approximately one per cent. 
Administration cost of % per cent I 
assume will be a government ex- 
pense. ) 

The benefit schedule will be a com- 
promise between the objectives of our 
public health program on the one 
hand and the amount of money avail- 
able on the other. I have suggested 
that we ought to start with a program 
of medical care only. There are a 
number of very practical reasons 
why. There is the advantage of cost, 
of buying care wholesale. It will 
also postpone solution of the most 
puzzling single problem of health in- 
surance: how to make sound insur- 
ance management lie down with high 
medical standards. If there is a les- 


son from Europe that we dare not 
ignore, it is the utter folly of having 
the same doctor give medical care 
who certifies patients for cash bene- 
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fits. The British alone have avoided 
this. The minute a doctor goes be- 
yond his normal function of saying 
that this man is sick or he is not sick, 
or that his sickness is medically this 
serious or that serious, he gets his 
professional code mixed up with his 
business instincts. (This is not 
peculiar to health insurance ; see our 
workmen’s compensation medical 
troubles.) Even separation of the 
two functions Britishwise is not a 
perfect solution because the profit mo- 
tive can get into a doctor’s estimate 
of physical disability. In the long 
run of course it will be the task of 
the doctors to solve this question of 
their own standards. For doctors to 
argue that cash benefits are perman- 
ently impossible because of what 
cash benefits do to doctors is not to 


criticise health insurance but the 
medical profession. 
> * 7 
EDICAL care benefits: the 


services of a general practi- 
tioner, of hospitalization and 
maternity care, will be granted for 
all non-occupational disability 
without waiting time, up to a maxt- 
mum of 26 weeks. Disabilities run- 
ning over 26 weeks are so few in 
number (Rubinow says not over 
5 or 6 per thousand) and so gen- 
erally cases of chronic invalidity 
that the health insurance plan may 
justifiably leave them out. The 
care of specialist, home nurse, ocu- 
list and clinic and the provision 
of appliances can be left to the 
future, or permitted as optional 
benefits, to funds able and willing 
to give them. Basic benefits, par- 
ticularly maternity, should be 
available generally to non-insured 
members of the insured’s family, 
although the scheme may well re- 
strict optional or extra benefits to 
insured members only. 

If cash benefits are added they 
will be paid to insured members 
only because only these have some- 
thing to lose in wages by physical 
disability. There will be a wait- 
ing period of at least seven days 
for each compensable disability 
spell after which benefits will be 
paid at an average of two-thirds of 
lost wages and up to 26 weeks. If 
cash benefits are graded upward 
as the insured’s family increases 
and his income decreases actual 
cash benefits may range from 50 to 
75 per cent of lost wages. Use of 
basic wage classes both for con- 
tributions and benefits would be 
a great administrative saving and 
make unnecessary the placing of 
maximum and minimum benefits 
per week. (There must be special 


JoURNAL OF AMERICAN INSURANCE 


arrangements for non-salary-wage- 
members.) I am sure we will avoid 
the British flat contributions and 
benefits. Cash maternity benefits 
should be paid to wives of insured 
members as well as to members 
themselves. In all likelihood there 
will be no death benefit. 


Finally the administrative and 
financial! setup. Medical care should 
be entirely in the hands of the 
medical professions which should 
have sole responsibility on all mat- 
ters touching on the quality of 
medical service. Every medical 
man who wishes should have the 
right to engage in insurance prac- 
tice in which he would have the 
privilege of selecting patients as 
he does now. Patients, on the other 
hand, would have the choice of any 
physician or dentist on the insur- 
ance roll. (In Great Britian this 
means one-half of all physicians.) 
Very important, organized medical 
and allied associations would have 
the sole right to select the method 
of professional compensation: per 
capita, lump sum or fee schedule 
per case. We have by now ample 
precedent—and sometimes warn- 
ing—for all of these: federal-state 
medical relief for the first, com- 
pany doctors, clinics and_ special 
contracts of various kinds in work- 
men’s compensation practice for 
the second and third. The non- 
professional work of the insurance 
scheme is partly administrative, 
partly actuarial-financial. The ad- 
ministrative work of the public 
fund should be under the highest 
standards of civil service selection, 
pay and tenure; the financial-in- 
surance function must likewise be 
governmented. Perhaps state, per- 
haps federal, depending on consti- 
tutional and political developments 
but public. If we allow private ex- 
emption we shall have to work out 
an immense machinery of govern 
mental regulation to assure that 
the members of the exempted 
schemes will get at least as fair a 
break as their fellows. Except un- 
der the strongest guarantees pos 
sible private funds should be held 
by public officials. It is all-impor- 
tant that, in every scheme, the fi- 
nancial or insurance risk should be 
on shoulders other than the doc 
tor’s. The doctor has a job of his 
own and it is not risk-bearing. 

If cash benefits are included, the 
best way around the financial-pro- 
fessional problems referred to 
would appear to be maintenance 
of a separate corps of salaried full- 
time physicians for this work. 
Even this would not be a complete 
safeguard if the physicians were 





not carefully protected from com- 
mercial influence. To allow any 
consideration but medical judg- 
ment to affect decisions on com- 
pensable disability will be auto- 
matically to invite abuse. Better 
no cash benefits. 


L’Envoi 


HE proportions of the social 

insurance machinery we seem 
destined to set going are vast, but 
so is the country we live in and its 
problems. In one respect we have 
the edge on the rest of the world: 
we start late but we start clean, 
we must create our institutions 
largely from the ground. We can 
make a system and not a series of 
uncoordinated social insurances. A 
start has been made with the 
Roosevelt program which, what- 
ever its defects, presents the pos- 
sibilities of a degree of coordina- 
tion and simplicity that would have 
seemed impossible five years ago. 
There is a lot to do. It is not in- 
genuity that we lack. A critic re- 
marks that only in this realm is 
the American unwilling to admit 
that times change and that he must 
change to stay up to date. I think 
the remark more than a little un- 
fair. We Americans need to be 
shown that the old way is passe’, 
or inadequate, before we discard 
or supplement it. Once shown, it 
is our way to leap to a new solu- 
tion. 
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California Supreme Court 
Decision 


(Continued from Page 22) 


had boasted they knew what the 
Supreme Court would say, and even 
that they were in a better position to 
inform the court than the court was 
itself. When this attitude is taken. 
there is probably only one comeback 
that the stocks will understand. This 
is to call to the attention of the public 
in direct language—such as_ this 
article is intended to do—the supreme 
egotism of a system of insurance 
which, in the main, stuhbstitutes biased 
opinion for intellectual honesty in its 
competitive arguments, and puts its 
major emphasis on profit when the 
welfare of the policyholder should 
have first consideration. 


Love and Kisses 
The hard-boiled captain had knocked 
one of his sailors overboard. 
“Help! Help!” yelled the seaman, “I 


can’t swim. Drop me a line.” 

The captain leaned over the rail and 
smiled sweetly: 

“Oh, yes, dear, and you write me some- 
time, too.”—Chicago Tribune. 











Foster Resigns — To Practice 


Law 

R. LEIGHTON FOSTER, SUPERINTEND- 
ENT OF INSURANCE IN ONTARIO FOR 
the past eleven years, has resigned 
to resume the private practice of law, 
effective November Ist. Mr. Foster 
has been succeeded by Martley 
Dewart McNairn of the local legal 
firm of Denton & Denton. 

As Superintendent of Insurance, 
Mr. Foster has been responsible for 





R. LEIGHTON FOSTER 


the sponsoring of much legislation of 
benefit to the public and to the insur- 
ance world in general. He has been 
active in the service of the Associa- 
tion of Superintendents of Insurance 
of the Provinces of Canada having 
served as president of this organiza- 
tion and for a number of years has 
been secretary, a position which he 
holds at present. 

He has done a great deal to advance 
the cause of uniform insurance leg- 
islation in the Provinces of Canada, 
culminating with the passing of the 
uniform life and automobile insur- 
ance legislation. These laws are or 
will soon be in effect in all provinces 
except Quebec. 

Mr. Foster has made a marked im- 
pression on the insurance world dur- 
ing his term of office. He carried 
into his work a charm of personality 
which rang a distinctly different note. 
His clear cut efficiency has com- 
manded admiration, but at all times 


this 1s been tempered by a sense of 
hum and a keen appreciation of 
human values. 


Among the insurance commission- 


JouRNAL OF AMERICAN INSURANCE 


ers of the United States he has always 
been regarded as a brother official. 
He has missed few, if any, of the 
meetings of the national conventions 
of the past decade, and his part in 
the councils of that body have been 
conspicuous for their sound common 
sense. 

A myriad of friends wish him well 
in his new connection. 


Silver Jubilee Dinner Given 
for Charles |. Buxton 


OCTOBER, 1935 MARKED THE 
TWENTY-FIFTH YEAR OF EXECUTIVE 
service of Mr. Charles I. Buxton, 
President of the Minnesota Imple- 
ment Mutual Fire Insurance Com- 
pany, Owatonna, Minnesota. Dur- 
ing the twenty-five years Mr. Buxton 
has been one of the leaders in the mu- 
tual fire insurance field. Previous 
to his affiliation with the Minnesota 
Implement Mutual Fire Insurance 
Company, Mr. Buxton was in the 
implement business for twenty-five 
years doing business under the name 
of Buxton & McClintock. While 
still in the implement business he 
helped organize the company of 
which he is now President in order 
to reduce insurance costs to imple- 
ment dealers. At the first annual 
meeting of the Minnesota Implement 
Dealers’ Association in 1905, Mr. 
Buxton was one of the committee 


appointed to organize an insurance 


company. The Minnesota Mutual 
Fire Insurance Company, which was 
originally started in 1904, was ac- 


quired by this group, and in 1910 


Mr. Buxton was elected Secretary 


and moved the files to Owatonna, 


where the company began operation 
under the name of the Minnesota Im- 
plement Mutual Fire Insurance Com- 
pany, occupying two rooms in one of 
the local bank buildings. Business 
grew, and in 1923 the handsome Min- 
nesota Implement Building at Owa- 
tonna was completed. 

During his career as Secretary of 
the Minnesota Implement Mutual 
Fire Insurance Company, Mr. Bux- 
ton also served as Secretary of the 
Federation of Mutual Fire Insur- 
ance Companies from September 14, 
1917 to September 21, 1921. He 
was elected President of the Fed- 
eration on September 19, 1923, serv- 
ing for two years. On May 9, 1917 
Mr. Buxton signed the agreement to 
incorporate the Federation of Mutual 
Fire Insurance Companies, and on 
May 10, 1917 he was elected a mem- 
ber of the first governing board of 
that Association. In 1924 Mr. 
Buxton was elected Chairman of the 
American Mutual Alliance Commis- 
sioners, and he served in that capacity 
until December 8, 1925. 
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In 1929 Mr. Buxton was elected 
President of the Minnesota Imple- 
ment Mutual Fire Insurance Com- 
pany and his duties as an active ex- 
ecutive have continued since he was 
first elected Secretary twenty-five 
years ago. He has seen the company 
develop from a small venture to its 
present stature. 


Some years ago the Minnesota Im- 
plement Mutual Fire Insurance Com- 
pany in affiliation with the Hardware 
Mutual Fire Insurance Company of 
Minneapolis and the Hardware 
Dealers Mutual Fire Insurance Com- 
pany of Stevens Point, entered into 
an underwriting group known as the 
Federal Hardware & Implement Mu- 
tuals. Mr. Buxton is in active con- 
trol of the Minnesota Implement 
Division of that group of strong 
mutual fire insurance companies. 

On October 29, the employees and 
directors of the Minnesota Implement 
Mutual Fire Insurance Company 


CHARLES |. BUXTON 


honored Mr. Buxton at a_ Silver 
Jubilee Dinner held in the gymnasium 
of the company’s insurance building 
at Owatonna. During the evening 
Mr. and Mrs. Buxton were presented 
with many beautiful gifts by the em- 
ployees, board of directors and 
friends. Numerous telegrams were 
received. As a part of the program 
a motion picture film entitled ““Mem 
ories,” showing the. individual and 
group pictures of Mr. Buxton and his 
workers during the twenty-five years 
he has served as an officer of the 
Minnesota Implement Mutual Fire 
Insurance Company was one of the 
high-lights of the entertainment 
program. 
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INSURANCE DECISIONS 


By W. DALE DUNIFON 


FIRST ASSISTANT ATTORNEY GENERAI 
OF OHIO 


Part 11_—Continued from a Previous Issue 


VI. Unusual Cause of Losses 

N the State of Washington, fire 

destroyed a bridge and thereby 
marooned a locomotive. The loco 
motive was covered by a fire insur- 
ance policy. Cost of replacement of 
the bridge exceeded the value of the 
locomotive. The fire was held to be 
the direct and proximate cause of the 


loss of the locomotive. (Clark v. 
North River Insurance Company, 
Federal District Court, State of 


Washington. ) 

Where the negligence of a neigh- 
bor’s employees was presumed from 
their burning of weeds on a vacant 
lot, in violation of a city ordinance, 
the insurance indemnity paid by the 
insurance company for the loss of a 
garage on an adjoining lot can be re- 
covered from the employer owner of 
the vacant lot by the insurance com- 
pany. (Gillicotee in behalf of Insur- 
ance Company vy. Northern Mutual 
Building & Loan Association, Califor- 
nia Court of Appeals. ) 

A rather unusual case was decided 
on May 21st of this year by the New 
York Court of Appeals in the case of 
Owen, as administratrix, v. Straight. 
A hotel was destroyed by fire. Al- 
though there was no evidence of 
negligence it was held to be a question 
of fact to be submitted to a jury as to 
whether the hotel keeper had used 
to safeguard his 


reasonable care 
guests. 
VII. Pleadings and Practice 


Where a complaint failed to set 
forth the loss payable clause, by 
which a mortgagee became party to 
the insurance contract, a witness was 
permitted to state the amount of 
mortgagee’s interest. It was held to 
be error to not have sustained a de- 
murrer to the pleading. (london 
Scottish Assurance Corporation v. 
Smith, Alabama Supreme Court.) 

Where an insurance company paid 
indemnity on a lumber mill, located 
along the railroad track, the insurer 
sued the railroad for negligence. The 
Supreme Court of Ohio, on May 6th 
of this year, held that it was not error 
to permit the railroad company to 
introduce results of laboratory tests 
of cinders in dry weeds, under con- 
ditions similar to those existing along 
the track. 
Insurance Company vy. Laltimore & 
Ohio Railroad Company. ) 

Numerous cases during the past 
year have recognized the general prin- 


(St. Paul Fire & Marine- 


ciples of law as they pertain to plead- 
ing and practice. Two United States 
Circuit Court of Appeals decisions, 
2nd Circuit, New York State, passed 
upon the question of the removal 
from state courts. In the first 
case it was held that the amount of 
$3,000, exclusive of interest, must be 
involved before a removal can be 
granted. In the second case, where 
the defendant insurance company 
had appeared to oppose an order 
to show cause, the defendant was 
permitted to appear upon the 
merits of the controversy, without 
having sought to intervene. There- 
after, defendant appealed from an 
adverse ruling. The court reiter- 
ated its previous holding that the 
amount of claim was determinative 
of the question of removal jurisdic- 
tion. 

Federal courts have held in recent 
cases that, upon proper application 
and leave granted, the federal stat- 
utes permit a plaintiff to amend a 
statement of claim even though the 
amendment necessitated the dropping 
of names of mortgagees and the 
statement of their claim and interest. 
These decisions were based on the 
theory that there was no change in 
the cause of action. 


VIII. Tron Safe and Cancellation 
Clauses 

NDER a policy providing that 
“notice of cancellation shall 
state that said excess premium (if 
not tendered) will be refunded on 
demand,” an insured surrendered the 
policy to an agent, who’ called to in- 
form her of the cancellation. The 
agent promised that he would deliver 
a substitute policy in a few days. 
Held, that the insured had not con- 
sented to the cancellation and there 
had not been a required formal five- 
day notice, together with a tender of 
unearned premitim. (Kelley — v. 
Guaranty Fire Insurance Company. 

South Carolina Supreme Court.) 

An agent voluntarily cancelled a 
policy, substituting another in its 
stead which new policy was accepted 
by the insured. At a later date the 
second policy was cancelled by the 
insttrance company and a new one 
substituted without consulting the in- 
sured. The Supreme Court of Mis- 
souri held that the owner had not 
waived the five-day notice and the 
second policy was still in force. (Con- 
necticut Fire Insurance Company v. 





Harrison and the United States In- 
surance Co.) 

In Kansas, where an_ insured, 
preparatory to moving from Topeka 
to another city in the state requested 
the Topeka agent to transfer the pol- 
icy, the agent at the new place of 
residence refused to execute the 
transfer. Held, although no transfer 
had been made, there had been no 
premium refund and the policy was 
in full force. (Kerr vs. National In- 
surance Company, Hartford, Kansas 
Supreme Court.) 

Since the adoption of the new 
standard fire policy in 1918, the lan- 
guage of the cancellation clause is 
plain and unambiguous. However, it 
will be noted from the foregoing 
cases that some courts still require a 
tender on the part of the insurance 
company before an actual cancella- 
tion of the policy can be made. 

The Supreme Court of Wisconsin 
held that failure to mention a chattel 
mortgage on tenant’s share of an un- 
divided two-thirds interest in a wheat 
crop, voided the policy as to the said 
tenant’s interest. (Nowak v. City of 
New York Insurance Company.) 

On the question of invoices, as re- 
quired by an insurance policy, the 
Wisconsin Supreme Court, in the 
case of Juneau Store Company v. 
Badger Mutual Fire Insurance Com- 
pany, held that erasures on duplicates 
of destroyed invoices raised sus- 
picions which, in the particular case, 
however, were sufficiently explained 
by showing methods and practices of 
bookkeeping. 

With conflicting testimony upon te 
fact of the fireproof safe being locked 
or unlocked, in which books and in- 
ventories were required to be kept, 
the jury determined that the safe 
was locked. Held, this was a ques- 
tion for the jury to determine, and 
the judgment for the insured was af- 
firmed. (Kentucky Insurance Com- 
pany v. Peed. U. S. Circuit Court of 
Appeals, 7th Circuit, Virginia.) 

The trend of the cases in which 
the iron safe clause is involved is un- 
mistakably in favor of a strict ob- 
servance of the requirement that 
books and invoices be kept in a fire- 
proof safe. Several cases definitely 
desclose this trend. 

e@e se 
IX. Judicial Construction of Contract 
Clauses 
N the absence of statutory pro- 
visions directly applicable to in- 
surable contracts, ambiguities are 
construed with reference to the gen- 
eral statutory and case law of con- 
tracts. As a general proposition, in- 
surance policies are construed against 
the insurer and in favor of the in- 











sured, where the intention of the 
parties is not clearly ascertainable 
from the contract. 

The Supreme Court of the United 
States, in the case of Aschenbrenner 
v. U. S. Fidelity and Guaranty Co., 
decided April 2, of last year, reaf- 
firmed this rule of construction. How- 
ever, the construction given by the 
courts in many instances on this par- 
ticular phase of insurance law, is 
based upon a specific law of the state 
in which the clause or contract was 
subjected to judicial scrutiny. 

In April of this year, the Minne- 
sota Supreme Court interpreted the 
Minnesota Standard Fire Policy, and 
held that where the insurer elects to 
rebuild, the parties are deemed to 
have made a new contract that implies 
reasonable cooperation of the insured 
to consummate the rebuilding pro- 
gram. (Cussler v. Firemen’s Insur- 
ance Company of Newark.) 

The Federal Courts have had oc- 
casion to pass upon this phase of in- 
surance contracts. In the Circuit 
Court of Appeals of the Eighth Dis- 
trict, in the case of Bankers and 
Shippers Insurance Company of New 
York v. Murdock, arising in the State 
of Arkansas, a re-insurance agree- 
ment was held enforceable without 
first exhausting the remedy against 
the first insurer. A telegram was 
held to be evidence showing the terms 
of the binding receipt. Copies of the 
contract were admitted as secondary 
evidence to show the contents of lost 
policies. 

The United States Circuit Court of 
Appeals of the Ninth Circuit, in a 
case originating in the State of Cal- 
ifornia, held that insurance written 
upon a presumed lease or leasehold, 
which had no existence, and under 
which there was no actual tenure, is 
void. This was true notwithstanding 
the knowledge of the parties and 
their agreed interpretation of instru- 
ments of conveyance. (Royal Insur- 
ance Company Ltd. v. Smith.) 

In the United States Circuit Court 
of Appeals of the Fifth District, in a 
case from Florida, the court held 
that a reformation of the contract 
was proper. The agent had knowl- 
edge of the fact that a building was 
unoccupied during the course of con- 
struction. Recovery in equity was 
allowed, the court citing as authority, 
the case of Northern Assurance Com- 
pany v. Grandview Building & Loan 
Association, 203 U. S., 107. (Spring- 
field Fire & Marine Insurance Com- 
pany v. Martin.) 

In another case in the same state, 
the Supreme Court of Florida held 
that an agent’s statement that trans- 
fer could be made at any time and 
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the policy would remain in effect, 
constituted an enforceable parol 
agreement to issue a written contract. 
(Orient Insurance Company v. Pea- 
cock.) 

Although the national prohibition 
act has been repealed, it seems that 
there is still occasion for interpreta- 
tion by the courts of the provisions 
of insurance policies as they pertain 
to increased hazards. In Idaho the 
Appellate Court of the Second Dis- 
trict held that temporary use of 
premises for liquor purposes only 
suspended a fire insurance policy. 
When such use ceased, the policy was 
revived. (Martin v. lire Insurance 
Company et al.) 

The Wisconsin Supreme Court in 
passing upon the question of the op- 
eration of a still in a dwelling held 
that such operation did not affect the 
policy as to a mortgagee, without 
knowledge. 

The New York Court of Appeals 
in a case decided April 16th of this 
year held that the words “‘use of a 
private dwelling as a speakeasy” is 
not to be construed to mean less by 
application or qualification of the 
general meaning through a separate 
clause reading, “while hazard is in- 
creased by any means within the con- 
trol or knowledge of the insured.” A 
judgment for the plaintiff, based up- 
on such lack of knowledge of the 
owner of the dwelling was reversed 
and the complaint dismissed. (Grady 
v. Concordia Fire Insurance Com- 
pany.) 

The Missouri Court of Appeals 
had occasion in the case of Gordon 
v. Northwestern National Insurance 
Company to pass upon the union 
mortgage clause. The court upheld 
such provisions in behalf of the mort- 
gagee as against the insured owner’s 
claim of the right to elect to either 
repair the property or take the 
money, as provided by a Missouri 
statute. 

As stated before, the courts still 
adhere to the general proposition that 
insurance policies are construed 
against the insurer and in favor of 
the insured, On March 18th of this 
year the New York Court of Appeals 
reiterated this theory of interpreta- 
tion. The court held that the conse- 
quences of ambiguities arising 
through provisions of the contract 
incorporated therein, merely by ref- 
erence to standard forms, must be 
borne by the underwriters. (Schmutz 
v. Employees Fire Insurance Co.) 


X. Lien Claimants, Contractual or 
Lesser Interests and Mortgages 
N unusually large number of 
cases involving the rights of 
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lien claimants, mortgagees and others 
claiming by reason of contract have 
been before the courts in recent 
months. 

A bank was a creditor and under- 
stood to be such but without holding 
a mortgage; under a standard mort- 
gage clause this was held not to be a 
mutual mistake and reformation to 
suitably condition the mortgage 
clause was denied by the United 
States Circuit Court of Appeals, 
l‘irst Circuit. The case originated in 
Puerto Rico. (Banco Commercial De 
Puerto Rico v. Royal Exchange As- 
surance Corporation et al., U.S. C. 
C. A., lst Circuit.) 

The Colorado Supreme Court had 
before it the interpretation of the 
sole ownership provision. The policy 
did not have a provision voiding the 
insurance in case of encumbrance 
without notice. The court affirmed 
a judgment for the loss of the prop- 
erty upon which a trust deed had 
been given without notice to the com- 
pany. (Universal Insurance Com- 
pany v. Arrigo.) 

A mortgage securing several notes 
was sold and the notes endorsed and 
guaranteed by A, A later paid one of 
the notes when it was defaulted by 
the owner of the property. The court 
found that he was a proper holder 
of the mortgage and entitled to the 
proceeds of insurance up to the 
amount of his payment. (Weiner v. 
Aetna Insurance Company, Nebraska 
Supreme Court.) In Colorado the 
Supreme Court, in the case of Dolan 
v. Spencer held that where a sub- 
stantial payment on an unexercised 
option to purchase had been made by 
the lessee, a sufficient election had 
been made by the lessee purchaser 
and he was entitled to the insurance. 
In January of this year the Supreme 
Court of Vermont had occasion to 
pass upon a clause substantially pro- 
viding “not liable for loss to any 
property insured hereunder while en- 
cumbered by chattel mortgage * * * 
while encumbered liable only for 
other property.” The contract terms 
made the policy divisible and the in- 
sured could recover for the loss of 
the unencumbered property, the pol- 
icy being suspended only as to the 
encumbered portion. (Valenty v. 
Imperial Insurance Company. ) 

Several courts have recently held 
that a mortgagee may join or main- 
tain a separate suit under the Stand- 
ard Mortgage Clause when an owner 
institutes an action. National Fire 
Insurance Company of Hartford v. 
Finnerty Company, Oklahoma Su- 
preme Court, is one of the most rec- 
ent decisions on this point. 
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Where a mortgagee agreed with 
the owner to make repairs following 
a fire loss the Supreme Court of 
Oklahoma held that the insurance 
fund was subject to the liens of 
material men and laborers. (Savings 
Building & Loan vy. Seeman Packard 
et al.) 

It is unnecessary to call to your 
attention the importance of the un- 
derwriter having a full and complete 
knowledge of whether a loss will fall 
exclusively upon the assured or part- 
ly upon him and partly upon others. 
There is a tendency in the cases of 
the past year to more nearly approach 
uniformity on this question than in 
previous years, 

ee @ 

Xi. Power of Agent to Bind Principal 
UNDAMENTAL though the 
problem be, there exists in the 

case law on the subject considerable 

confusion on this point. Some courts 
make a distinction between the words 

“power” and “authority.” Other 

courts hold that an agent has power 

to bind his principal as long as there 
is any semblance of his acting within 
the scope of his authority. In the 
case of Simons v. Eureka Security 
lire and Marine Insurance Company, 
arising in the state of New York and 
decided by the United States Circuit 
Court of Appeals, the scope and au- 
thority of an agent were held to be 
questions for the jury. On the ques- 
tion of whether the conduct of the 
company through statements of the 
agent was a denial of liability the 

Supreme Court of Missouri held the 

facts were sufficient to submit the 

question to the jury. (State ex rel. 

Continental Insurance Company v. 

Becker. ) 

In New Hampshire, an applicant 
requested an agent to investigate the 
possible expiration of insurance on 
property owned jointly by the appli- 
cant and his brother. The court held 
that the agent was bound to make the 
inquiry. Judgment for the insured 
was affirmed. (Morin v. Mercury 
Insurance Company. ) 

After commenting upon the dual 
agency rule the Supreme Court of 
Oklahoma held that the final writing 
and delivery of the policy of insur- 
ance is not essential to the validity of 
the contract. Several policies were 
written and left upon a_ stenog- 
rapher’s desk unsigned with the ex- 
pectation of writing others the next 
day. Those contracts written al- 
though unsigned were valid. (Home 
Insurance Company of New York v. 
Southern Motor Coach Corporation. ) 

The United States Circuit Court 
of Appeals of the Sixth Circuit Court 
had occasion to pass upon a question 
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which involved the agent’s knowledge 
of the release of a mortgage and the 
placing of a new mortgage. The 
court held that the agent’s knowl- 
edge was not a waiver and that the 
only means whereby the insurer could 
waive the provisions of a mortgage 
clause is by attached written consent 
of the company. (North British and 
Mercantile Insurance Company v. 
Kargas (Michigan). On this point 
the North Carolina Supreme Court, 
in the case of Stockton v. Atlantic 
Fire Insurance Company found an 
agent had knowledge of a mortgage 
on an automobile but accepted an ap- 
plication for insurance. Later the 
company refused a proof of loss on 
ground other than violation of uncon- 
ditional ownership clause. The court 
held that the company thereby waived 
the mortgage provision of the policy. 
( Up-State Motors, Inc. v. Merchants 
Insurance Company of Providence, 
Illinois Appellate Court, Second Dis- 
trict.) 

A case which should be of partic- 
ular interest to attorneys is the case 
of Westchester lire Insurance Com- 
pany v. Harder, decided by the 
United States Circuit Court of Ap- 
peals of the Third Circuit (New Jer- 
sey) in March of this year. The pol- 
icy in question required the mort- 
gagee to notify the company of any 
change of ownership. The court held 
that knowledge of her attorney who 
was employed to foreclose the mort- 
gage was not her personal and in- 
dividual knowledge and the policy 
was not forfeited. 

Several cases decided during the 
past year discuss the authority of an 
adjuster to bind the insurer. In Ver- 
mont, the Supreme Court took the 
view that an insurance adjuster’s 
authority is limited, and further that 
evidence was required to show that 
he waived in writing a condition as 
to occupancy, (Vinton v. Atlas In- 
surance Company, Ltd.). While in 
South Dakota in the case of Hem- 
mer-Miller Development Company v. 
Sun Insurance Company of New 
York the court held that an adjuster 
had authority as special agent to make 
a settlement agreement which is co- 
extensive with the business entrusted 
to him and within that scope would 
bind his principal. 


e® ee 
XII. Miscellaneous Decisions 


HE Supreme Court of Iowa, in 
the case of Miller v. Mutual Fire 


- and Tornado Association, passed on 


the question of whether letters writ- 
ten to the company by the insured 
constituted a sufficient compliance 
with the provisions requiring the fil- 
ing of proof of loss. The court held 





letters were not equivalent to the fil- 
ing of proof of loss and the failure 
of the company to respond would not 
constitute a waiver. 

In Alabama the court held that, un- 
der the laws of that state, the widow 
of a former owner who refused to 
either pay rent or yield possession 
was not a tenant and the premises 
were not occupied within the mean- 
ing of the insurance contract. (Cam- 
den Fire Insurance Association v. 
Landrum.) 

The question of the interpretation 
of the “valued policy” provision to- 
gether with the “limitation of liabil- 
ity” was before the United States 
Circuit Court of Appeals of the Sev- 
enth Circuit (Wisconsin) in the case 
of City of New York Insurance 
Company v. Chapman. Where the 
condition resulting from the fire ne- 
cessitated a complete destruction in 
order to comply with statutory pro- 
visions and orders of the building 
commission, the building was held to 
be wholly destroyed by fire. In 
Nebraska the Supreme Court ruled 
that the partial depletion of a build- 
ing insured as a whole and still 
standing but so dismantled as to make 
it practically useless for its intended 
purposes, does not cause a forfeiture 
of the policy in the absence of a 
specific provision in the contract. 
(Leisy v. Farmers’ Mutual Home 
Insurance Company.) 

Because of the peculiar wording of 
Kentucky statutes it was held by the 
Court of Appeals of that state, in the 
case of World Fire and Marine In- 
surance Company v. Rivard, that a 
settlement agreement for an amount 
less than the face value would not 
bar an action for the full value. The 
Oklahoma Supreme Court, however, 
on May 7 of this year, held with the 
majority rule that the acceptance of 
an agreed amount in settlement of a 
disputed claim constitutes a bar to 
further recovery. (Williams v. New 
Brunswick Fire Insurance Com- 
pany.) 

One of the few fire insurance cases 
decided by the Supreme Court of the 
United States originated in the state 
of North Carolina. The court, on 
May 6 of this year, held that every 
reasonable presumption will be in- 
dulged in to sustain an award made 
by disinterested appraisers. (Fire- 
men’s Fund Insurance Company v. 
lint Hosiery Mills.) In North Caro- 
lina the Supreme Court of that state 
held that an arbitration award should 
be sustained in the absence of a defi- 
nite showing of appraiser’s interest, 
prejudice or fraud. 

On the question of misrepresenta- 
tion the majority of courts held that 
the failure to inform the insurer of 











any pertinent fact pertaining to the 
risk will void the policy. It is the 
generally accepted rule that a question 
of misrepresentation, being a matter 
of contradictory nature, should be 
submitted to the jury. 


But few cases have been decided 
during the past year on the question 
of the duty of the insured to protect 
property after the loss. The generally 
accepted rule is that the owner’s fail- 
ure to protect property under the 
clause as to further damage does not 
defeat recovery except as to such 
property as might have been saved 
by reasonable care. 

Although many cases have been 
heard in the courts coming under the 
classification of Departmental Cases, 
a vast majority are brought about by 
reason of the liquidation of insurance 
company by the Insurance Depart- 
ments of the various states. 


TASK of considerable magni- 

tude presented itself in analyz- 
ing more than two hundred decisions 
in an effort to present this sum- 
mary.* Upon receiving the assign- 
ment of the subject the writer began 
the job of gathering together his ma- 
terial. In that connection it may be 
of interest to know that thirty of the 
leading law schools of the country 
were contacted. It was amazing to 
me to learn that two-thirds of these 
schools make no effort to-teach in- 
surance law. 

In conclusion, may I direct atten- 
tion to the fact that there is a re- 
markable uniformity of judicial 
thought upon the subject of fire in- 
surance. The confusion that does ex- 
ist, I believe, is due to the fact that 
some of the courts have departed 
too far from the fundamentals of the 
laws of insurance. Much progress 
has been made in the past in stand- 
ardizing policies and in securing, to 
a degree, uniformity of legislative 
enactment. The desired standardiza- 
tion, which is so essential to both the 
insurance company and the insured, 
can be substantially hastened by united 
action of the insurance committees of 
the various bar associations together 
with the representatives of the un- 
derwriters and in conjunction with 
the Insurance Commissioners of the 
respective states. Without this united 
front it will be impossible to bring 
about the necessary legislation for 
the re-codification and resulting uni- 
formity of the insurance laws of this 
country. 





*Few of the cases referred to in this paper are 
available in the bound volumes. However, if any 
reader is interested in the citations to any of the 
cases the author will be more than pleased to fur- 
nish them. 
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Program for Mutual Fire Loss 


Managers Conference 


THE LOSS MANAGERS OF COMPANIES 
WHICH ARE MEMBERS OF THE FED- 
eration of Mutual Fire Insurance 
Companies will meet on Nov. 12, 
1935 at the Statler Hotel in Buffalo, 
N. Y. for a two-day conference. The 
meeting will inaugurate a series of 
annual meetings of loss men to be 
sponsored by the Federation. An 
abridged copy of the program is 
printed below: 

TurespAy Morninc, NoveMBER 12 

Opening address by Frank Bishop, 
President, Federation of Mutual Fire 
Insurance Companies; Sec.-Treas., 
Pawtucket Mutual Fire Ins. Co. 

“Grain Elevator Adjustments,” by 
Eugene Arms, Manager, Mutual Fire 
Prevention Bureau. 

“Cigarette Scorch Claims,” by 
G. H. Thompson, Assistant Secre- 
tary, Northwestern Mutual Fire 
Association. 

TuEspAY AFTERNOON, NOVEMBER 12 

“Inland Marine Adjustments,” by 
F. T. Best, Assistant Secretary, Na- 
tional Retailers Mutual Ins. Co. 

“Qualified Adjusters,” by J. J. 
McLaughlin, Loss Manager, United 
Mutual Fire Ins. Co.; discussion led 
by D. R. Stettler, Assistant Secretary 
Central Manufacturers Mutual Ins. 
Co. 

“Coordination of Mutual Adjust- 
ments,” by C. H. Ferguson, Claim 
Manager, Lumbermens Mutual Ins. 
Co. 

WEDNESDAY MorninG, Nov. 13 

“Adjustment of Non-Concur- 
rency,” by F. J. Pfiffner, Assistant 
Secretary, Hardware Dealers Mu- 
tual Fire Ins. Co.; discussion led by 
J. S. Wilson, Assistant Secretary, 
Lumber Mutual Fire Insurance Co. 

“Home Office Procedure on 
Losses,” by H. A. Bottorff, Loss 
Manager, Grain Dealers National 
Mutual Fire Ins. Co.; discussion led 
by L. E. Hartle, Assistant Secretary, 
Minnesota Implement Mutual Fire 
Ins. Co. 

WEDNESDAY AFTERNOON, Nov. 13 

“Defense of Loss Claims,” by L. C. 
Wykoff, Attorney, Cleveland, Ohio. 

“Federation Loss Reporting Plan,” 
by Ambrose B. Kelly, American Mu- 
tual Alliance. 

Round Table Discussion, “Present 
Adjustment Facilities.” 

Committee on Arrangements— 
C. H Ferguson, Chairman; F. T. 
Best and F. J. Pfiffner. 


Golf Prize Winners 


This is the story, sad or happy, de- 
pending on who reads it, of the prize 
winners of the 


1935 Mutual Golf 
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Tournament at Des Moines on 
October 7th. 
Sweepstakes 
Event Winner 
Bow Greens ociinccctdc Stannard L. Baker 


Prize—Grain Dealers Cup 


HOW Bice oxanaeeaians Weldon H. Smith 
Prize—Houston Dunn Cup 
Low Match va. Par. ...: sess A. P. Jones 
Prize—Federal Hardware Cup 
FtGhs GrOGS 55 oc cis A. D. Sutherland 
Prize—Leather Pocket Set 
Fewest Paes... ioicccassces L. G. Purmort 
Prize—Bathroom Scales 
Bi Oy «sca sinceaceoses Stors Brigham 
Prize—Gladstone Bag 
Choicest Language........ G. G. Killebrew 
Prize—Aluminum Set 
An Honest Man........ E. J. Brookhart 


Prize—Poker Set 
Coin Collectors’ Flight 


OW CIS ooo. ss. doe eke Don Warner 
oS Chas. Laidlaw 
2nd Low Gross.......... Leo Mingenbach 
er Joe Bridston 


Prize—(Choice) — Leather Pocket Set, 
Syphon Bottle, Dozen Golf Balls, Travel- 
ing Kit. 


Club Throwers’ Flight 


DAG CRIBB osc ock ease eaiot E. M. Meneough 
TIGNES coisas wcca< sax E. V. Thompson 

PO I Foo one eo sie wonsawe Ben Vine 
Altitude Record for 

Gt 8 CWB 6 56s 566606050 L. P. Dendel 


ON FEI oon ois ica craicren Bob Kneebone 
Prise—(Choice) — Barometer, Traveling 
Kit, Aluminum Set, Syphon Set, Leather 
Necktie Case. 


Locker Room Underwriters’ Flight 


DOE Ns ios osiseivicow sateen L. G. Purmort 
MOUS THOR a cs.c iti scacsows oewiwis Gleason Allen 
2nd TOW Det o.ccccsccesc Harold Bartlett 
Most Lost Money......... John Buxton 


Prize—(Choice) — Syphon Bottle, Dozen 
Golf Balls, Necktie Case, Pocket Set. 


Hardened Arteries Flight 


DA TN oe ore cucccuion A. H. Cheese 


Low N *. M. Hutchison 
BR ION I ib docs anwxeweee S. T. Sager 


Highest Score on 
Pa kee Burns Davison 
Prize—(Choice)—Dozen Golf Balls, 
Leather Set, Syphon Bottle, Traveling Kit. 


Special Eaton-Jones Exhibition Match 


DRC! WME 656:0:6:6a:dv.cter,0:cie.e0 J. M. Eaton 
Prise—Golf Umbrella 
oe @ @ 
Forecasting 


(Continued from Page 10) 


goes into effect at once, a summary 
based on the 8 a.m. weather map and 
describing existing air masses and 
their fronts will be transmitted, by 
airway radio and by teletype, daily, 
except Sundays and holidays, from 
the central office. From these sum- 
maries, maps will be prepared at the 
various forecasting centers in the 
field. 

Finding and naming the air masses, 
Mr. Gregg explains, gives the fore- 
caster a third dimension for his 
study of the conditions that deter- 
mine weather. 
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The Good Book Says 


The first shall be last, and 
the last shall be first” 


But the Michigan Mutual says the policyholder is always first. 


The fundamental foundation of our Workmen’s Compensa- 
tion Policy is dependable protection plus service to the 


policyholder. 


We furnish the highest type of insurance at the lowest pos- 
sible cost, reducing the frequency and severity of accidents 
through our loss-prevention activities. Our policy is worthy 
of your investigation, and your investigation will disclose 


that our policy is worthy of your confidence. 





NON-ASSESS ABLE DIVIDEND-PAYING 


‘ 
FOUNDED 1912 


MICHIGAN 
LIABILITY 


MUTUAL 
COMPANY 





163 Madison Ave. 
DETROIT, MICH. 


Telephone 
CHERRY 4800 











President 


Branches in Principal Cities in Michigan, Northern Ohio and Indiana. 









































TESTIMONIALS 


The Federal Mutuals do not have to buy testimoni- 
als. Our files contain hundreds of unsolicited letters 
from policyholders who have thanked the Companies 
for prompt and equitable payment of claims. 


The policy of the management of the Federal 
Mutuals is to minimize rather than aggravate a 
property owner’s troubles at the time of a disaster. 
It is such a policy that has built so fine a loss 
paying record for the Federal Mutuals. 


This expediency in the handling of claims together 
with a sound financial structure and substantial 
dividend savings year after year has placed the 
Federal Mutuals in a prominent position in the field 
of property insurance. The management always 
keeps in mind its obligations to the insuring public. 














FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
= HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY, STEVENS POINT, WISCONSIN 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY, OWATONNA, MINNESOTA 
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The Bright Spot 


in the Depression 


¢ 


HE six depression years fell alike on every business, but the 
basic principles of mutual insurance, as practiced by the 
“L-M-C”, did notysuffer—they continued to thrivel 


During the depression: 


‘L-M-C” increased its ‘‘L-M-C” upped reserves for 


assets 68%. losses and unearned 
premiums, 85%. 
"“L-M-C" added to its “L-M-C’'s” premium income 
surplus, 39%. increased 51%. 


Such a record for six difficult years is hard—if not impossible 
—to equal, but “L-M-C” is on the way to an even brighter 
future. Its course is set in the same direction, propelled by the 
same motives, and steered by the same sound economic 
practices. 


LUMBERMENS MUTUAL 
CASUALTY COMPANY 


James S. Kemper, President 


Home Office: Chicago, U. S. A. 


Organized Originally for Lumbermen and Now Accepting Good Risks in All 
Classes of Business 











